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Sec. 42. Low-income housing credit 

STATUTE 
(a) In general 
For purposes of section 38, the amount of the low-income housing credit determined 
under this section for any taxable year in the credit period shall be an amount equal to -  

(1) the applicable percentage of  
(2) the qualified basis of each qualified low-income building.  

(b) Applicable percentage: 70 percent present value 
credit for certain new buildings; 30 percent present 
value credit for certain other buildings 
For purposes of this section -  

(b)(1) Building placed in service during 1987 

In the case of any qualified low-income building placed in service by the taxpayer during 
1987, the term 'applicable percentage' means -  

(A) 9 percent for new buildings which are not federally subsidized for the taxable 
year, or  
(B) 4 percent for -  
(i) new buildings which are federally subsidized for the taxable year, and  
(ii) existing buildings.  

(b)(2) Buildings placed in service after 1987 

(b)(2)(A) In general 

In the case of any qualified low-income building placed in service by the taxpayer after 
1987, the term 'applicable percentage' means the appropriate percentage prescribed by the 
Secretary for the earlier of -  

(i) the month in which such building is placed in service, or  
(ii) at the election of the taxpayer -  
(I) the month in which the taxpayer and the housing credit agency enter into an 
agreement with respect to such building (which is binding on such agency, the 



taxpayer, and all successors in interest) as to the housing credit dollar amount to 
be allocated to such building, or  
(II) in the case of any building to which subsection (h)(4)(B) applies, the month in 
which the tax-exempt obligations are issued.  

A month may be elected under clause (ii) only if the election is made not later than the 
5th day after the close of such month. Such an election, once made, shall be irrevocable.  

(b)(2)(B) Method of prescribing percentages 

The percentages prescribed by the Secretary for any month shall be percentages which 
will yield over a 10-year period amounts of credit under subsection (a) which have a 
present value equal to -  

(i) 70 percent of the qualified basis of a building described in paragraph (1)(A), 
and  
(ii) 30 percent of the qualified basis of a building described in paragraph (1)(B).  

(b)(2)(C) Method of discounting 

The present value under subparagraph (B) shall be determined -  

(i) as of the last day of the 1st year of the 10-year period referred to in 
subparagraph (B),  
(ii) by using a discount rate equal to 72 percent of the average of the annual 
Federal mid-term rate and the annual Federal long-term rate applicable under 
section 1274(d)(1) to the month applicable under clause (i) or (ii) of subparagraph 
(A) and compounded annually, and  
(iii) by assuming that the credit allowable under this section for any year is 
received on the last day of such year.  

(b)(3) Cross references 

(A) For treatment of certain rehabilitation expenditures as separate new buildings, 
see subsection (e).  
(B) For determination of applicable percentage for increases in qualified basis 
after the 1st year of the credit period, see subsection (f)(3).  
(C) For authority of housing credit agency to limit applicable percentage and 
qualified basis which may be taken into account under this section with respect to 
any building, see subsection (h)(7).  

(c) Qualified basis; qualified low-income building 
For purposes of this section -  

(c)(1) Qualified basis 



(c)(1)(A) Determination 

The qualified basis of any qualified low-income building for any taxable year is an 
amount equal to -  

(i) the applicable fraction (determined as of the close of such taxable year) of  
(ii) the eligible basis of such building (determined under subsection (d)(5)).  

(c)(1)(B) Applicable fraction 

For purposes of subparagraph (A), the term 'applicable fraction' means the smaller of the 
unit fraction or the floor space fraction.  

(c)(1)(C) Unit fraction 

For purposes of subparagraph (B), the term 'unit fraction' means the fraction -  

(i) the numerator of which is the number of low-income units in the building, and  
(ii) the denominator of which is the number of residential rental units (whether or 
not occupied) in such building.  

(c)(1)(D) Floor space fraction 

For purposes of subparagraph (B), the term 'floor space fraction' means the fraction -  

(i) the numerator of which is the total floor space of the low-income units in such 
building, and  
(ii) the denominator of which is the total floor space of the residential rental units 
(whether or not occupied) in such building.  

(c)(1)(E) Qualified basis to include portion of building used to provide supportive 
services for homeless 

In the case of a qualified low-income building described in subsection (i)(3)(B)(iii), the 
qualified basis of such building for any taxable year shall be increased by the lesser of -  

(i) so much of the eligible basis of such building as is used throughout the year to 
provide supportive services designed to assist tenants in locating and retaining 
permanent housing, or  
(ii) 20 percent of the qualified basis of such building (determined without regard 
to this subparagraph).  

(c)(2) Qualified low-income building 

The term 'qualified low-income building' means any building -  



(A) which is part of a qualified low-income housing project at all times during the 
period -  
(i) beginning on the 1st day in the compliance period on which such building is 
part of such a project, and  
(ii) ending on the last day of the compliance period with respect to such building, 
and  
(B) to which the amendments made by section 201(a) of the Tax Reform Act of 
1986 apply.  

Such term does not include any building with respect to which moderate rehabilitation 
assistance is provided, at any time during the compliance period, under section 8(e)(2) 
(FOOTNOTE 1) of the United States Housing Act of 1937 (other than assistance under 
the Stewart B. McKinney Homeless Assistance Act of 1988 (as in effect on the date of 
the enactment of this sentence)).  

 
(FOOTNOTE 1) See References in Text note below. (d) Eligible basis  

 
For purposes of this section - 
(1) New buildings 
  The eligible basis of a new building is its adjusted basis as 
of the close of the 1st taxable year of the credit period. 
(2) Existing buildings 
  (A) In general 
    The eligible basis of an existing building is - 
      (i) in the case of a building which meets the requirements 
    of subparagraph (B), its adjusted basis as of the close of 
    the 1st taxable year of the credit period, and 
      (ii) zero in any other case. 
  (B) Requirements 
    A building meets the requirements of this subparagraph if - 
      (i) the building is acquired by purchase (as defined in 
    section 179(d)(2)), 
      (ii) there is a period of at least 10 years between the 
    date of its acquisition by the taxpayer and the later of - 
        (I) the date the building was last placed in service, or 
        (II) the date of the most recent nonqualified substantial 
      improvement of the building, 
      (iii) the building was not previously placed in service by 
    the taxpayer or by any person who was a related person with 
    respect to the taxpayer as of the time previously placed in 
    service, and 
      (iv) except as provided in subsection (f)(5), a credit is 
    allowable under subsection (a) by reason of subsection (e) 
    with respect to the building. 

(c)(2)(C) Adjusted basis 

For purposes of subparagraph (A), the adjusted basis of any building shall not include so 
much of the basis of such building as is determined by reference to the basis of other 
property held at any time by the person acquiring the building.  



(c)(2)(D) Special rules for subparagraph (B) 

(c)(2)(D)(i) Nonqualified substantial improvement 

For purposes of subparagraph (B)(ii) -  

(c)(2)(D)(i)(I) In general 

The term 'nonqualified substantial improvement' means any substantial improvement if 
section 167(k) (as in effect on the day before the date of the enactment of the Revenue 
Reconciliation Act of 1990) was elected with respect to such improvement or section 168 
(as in effect on the day before the date of the enactment of the Tax Reform Act of 1986) 
applied to such improvement.  

(c)(2)(D)(i)(II) Date of substantial improvement 

The date of a substantial improvement is the last day of the 24-month period referred to 
in subclause (III).  

(c)(2)(D)(i)(III) Substantial improvement 

The term 'substantial improvement' means the improvements added to capital account 
with respect to the building during any 24-month period, but only if the sum of the 
amounts added to such account during such period equals or exceeds 25 percent of the 
adjusted basis of the building (determined without regard to paragraphs (2) and (3) of 
section 1016(a)) as of the 1st day of such period.  

(c)(2)(D)(ii) Special rules for certain transfers 

For purposes of determining under subparagraph (B)(ii) when a building was last placed 
in service, there shall not be taken into account any placement in service -  

(I) in connection with the acquisition of the building in a transaction in which the 
basis of the building in the hands of the person acquiring it is determined in whole 
or in part by reference to the adjusted basis of such building in the hands of the 
person from whom acquired,  
(II) by a person whose basis in such building is determined under section 1014(a) 
(relating to property acquired from a decedent),  
(III) by any governmental unit or qualified nonprofit organization (as defined in 
subsection (h)(5)) if the requirements of subparagraph (B)(ii) are met with respect 
to the placement in service by such unit or organization and all the income from 
such property is exempt from Federal income taxation,  
(IV) by any person who acquired such building by foreclosure (or by instrument 
in lieu of foreclosure) of any purchase-money security interest held by such 
person if the requirements of subparagraph (B)(ii) are met with respect to the 
placement in service by such person and such building is resold within 12 months 
after the date such building is placed in service by such person after such 
foreclosure, or  



(V) of a single-family residence by any individual who owned and used such 
residence for no other purpose than as his principal residence.  

(c)(2)(D)(iii) Related person, etc. 

(c)(2)(D)(iii)(I) Application of section 179 

For purposes of subparagraph (B)(i), section 179(d) shall be applied by substituting '10 
percent' for '50 percent' in section (FOOTNOTE 2) 267(b) and 707(b) and in section 
179(b)(7).  

 
(FOOTNOTE 2) So in original. Probably should be 'sections'.  

 

(c)(2)(D)(iii)(II) Related person 

For purposes of subparagraph (B)(iii), a person (hereinafter in this subclause referred to 
as the 'related person') is related to any person if the related person bears a relationship to 
such person specified in section 267(b) or 707(b)(1), or the related person and such 
person are engaged in trades or businesses under common control (within the meaning of 
subsections (a) and (b) of section 52 ). For purposes of the preceding sentence, in 
applying section 267(b) or 707(b)(1), '10 percent' shall be substituted for '50 percent'.  

(c)(3) Eligible basis reduced where disproportionate standards for units 

(c)(3)(A) In general 

Except as provided in subparagraph (B), the eligible basis of any building shall be 
reduced by an amount equal to the portion of the adjusted basis of the building which is 
attributable to residential rental units in the building which are not low-income units and 
which are above the average quality standard of the low-income units in the building.  

(c)(3)(B) Exception where taxpayer elects to exclude excess costs  

(c)(3)(B)(i) In general 

Subparagraph (A) shall not apply with respect to a residential rental unit in a building 
which is not a low-income unit if -  

(I) the excess described in clause (ii) with respect to such unit is not greater than 
15 percent of the cost described in clause (ii)(II), and  
(II) the taxpayer elects to exclude from the eligible basis of such building the 
excess described in clause (ii) with respect to such unit.  

(c)(3)(B)(ii) Excess 



The excess described in this clause with respect to any unit is the excess of -  

(I) the cost of such unit, over  
(II) the amount which would be the cost of such unit if the average cost per square 
foot of low-income units in the building were substituted for the cost per square 
foot of such unit.  

 The Secretary may by regulation provide for the determination 
  of the excess under this clause on a basis other than square 
  foot costs. 

(c)(4) Special rules relating to determination of adjusted basis 

For purposes of this subsection -  

(c)(4)(A) In general 

Except as provided in subparagraph (B), the adjusted basis of any building shall be 
determined without regard to the adjusted basis of any property which is not residential 
rental property.  

(c)(4)(B) Basis of property in common areas, etc., included 

The adjusted basis of any building shall be determined by taking into account the 
adjusted basis of property (of a character subject to the allowance for depreciation) used 
in common areas or provided as comparable amenities to all residential rental units in 
such building.  

(c)(4)(C) No reduction for depreciation 

The adjusted basis of any building shall be determined without regard to paragraphs (2) 
and (3) of section 1016(a).  

(c)(5) Special rules for determining eligible basis 

(c)(5)(A) Eligible basis reduced by Federal grants 

If, during any taxable year of the compliance period, a grant is made with respect to any 
building or the operation thereof and any portion of such grant is funded with Federal 
funds (whether or not includible in gross income), the eligible basis of such building for 
such taxable year and all succeeding taxable years shall be reduced by the portion of such 
grant which is so funded.  

(c)(5)(B) Eligible basis not to include expenditures where section 167(k) elected 

The eligible basis of any building shall not include any portion of its adjusted basis which 
is attributable to amounts with respect to which an election is made under section 167(k) 



(as in effect on the day before the date of the enactment of the Revenue Reconciliation 
Act of 1990).  

(c)(5)(C) Increase in credit for buildings in high cost areas 

(c)(5)(C)(i) In general 

In the case of any building located in a qualified census tract or difficult development 
area which is designated for purposes of this subparagraph -  

(I) in the case of a new building, the eligible basis of such building shall be 130 
percent of such basis determined without regard to this subparagraph, and  
(II) in the case of an existing building, the rehabilitation expenditures taken into 
account under subsection (e) shall be 130 percent of such expenditures 
determined without regard to this subparagraph.  

(c)(5)(C)(ii) Qualified census tract 

(c)(5)(C)(ii)(I) In general 

The term 'qualified census tract' means any census tract which is designated by the 
Secretary of Housing and Urban Development and, for the most recent year for which 
census data are available on household income in such tract, in which 50 percent or more 
of the households have an income which is less than 60 percent of the area median gross 
income for such year. If the Secretary of Housing and Urban Development determines 
that sufficient data for any period are not available to apply this clause on the basis of 
census tracts, such Secretary shall apply this clause for such period on the basis of 
enumeration districts.  

(c)(5)(C)(ii)(II) Limit on MSA's designated 

The portion of a metropolitan statistical area which may be designated for purposes of 
this subparagraph shall not exceed an area having 20 percent of the population of such 
metropolitan statistical area.  

(c)(5)(C)(ii)(III) Determination of areas 

For purposes of this clause, each metropolitan statistical area shall be treated as a separate 
area and all nonmetropolitan areas in a State shall be treated as 1 area.  

(c)(5)(C)(iii) Difficult development areas 

(c)(5)(C)(iii)(I) In general 

The term 'difficult development areas' means any area designated by the Secretary of 
Housing and Urban Development as an area which has high construction, land, and utility 
costs relative to area median gross income.  

(c)(5)(C)(iii)(II) Limit on areas designated 



The portions of metropolitan statistical areas which may be designated for purposes of 
this subparagraph shall not exceed an aggregate area having 20 percent of the population 
of such metropolitan statistical areas. A comparable rule shall apply to nonmetropolitan 
areas.  

(c)(5)(C)(iv) Special rules and definitions 

For purposes of this subparagraph -  

(I) population shall be determined on the basis of the most recent decennial 
census for which data are available,  
(II) area median gross income shall be determined in accordance with subsection 
(g)(4),  
(III) the term 'metropolitan statistical area' has the same meaning as when used in 
section 143(k)(2)(B), and  
(IV) the term 'nonmetropolitan area' means any county (or portion thereof) which 
is not within a metropolitan statistical area.  

(c)(6) Credit allowable for certain federally-assisted buildings acquired 
during 10-year period described in paragraph 

    (2)(B)(ii) 

(c)(6)(A) In general 

On application by the taxpayer, the Secretary (after consultation with the appropriate 
Federal official) may waive paragraph (2)(B)(ii) with respect to any federally-assisted 
building if the Secretary determines that such waiver is necessary -  

(i) to avert an assignment of the mortgage secured by property in the project (of 
which such building is a part) to the Department of Housing and Urban 
Development or the Farmers Home Administration, or  
(ii) to avert a claim against a Federal mortgage insurance fund (or such 
Department or Administration) with respect to a mortgage which is so secured.  

The preceding sentence shall not apply to any building described in paragraph (7)(B).  

(c)(6)(B) Federally-assisted building 

For purposes of subparagraph (A), the term 'federally-assisted building' means any 
building which is substantially assisted, financed, or operated under -  

(i) section 8 of the United States Housing Act of 1937,  
(ii) section 221(d)(3) or 236 of the National Housing Act, or  
(iii) section 515 of the Housing Act of 1949,  



as such Acts are in effect on the date of the enactment of the Tax Reform Act of 1986.  

(c)(6)(C) Low-income buildings where mortgage may be prepaid 

A waiver may be granted under subparagraph (A) (without regard to any clause thereof) 
with respect to a federally-assisted building described in clause (ii) or (iii) of 
subparagraph (B) if -  

(i) the mortgage on such building is eligible for prepayment under subtitle B of 
the Emergency Low Income Housing Preservation Act of 1987 or under section 
502(c) of the Housing Act of 1949 at any time within 1 year after the date of the 
application for such a waiver,  
(ii) the appropriate Federal official certifies to the Secretary that it is reasonable to 
expect that, if the waiver is not granted, such building will cease complying with 
its low-income occupancy requirements, and  
(iii) the eligibility to prepay such mortgage without the approval of the 
appropriate Federal official is waived by all persons who are so eligible and such 
waiver is binding on all successors of such persons.  

(c)(6)(D) Buildings acquired from insured depository institutions in default 

A waiver may be granted under subparagraph (A) (without regard to any clause thereof) 
with respect to any building acquired from an insured depository institution in default (as 
defined in section 3 of the Federal Deposit Insurance Act) or from a receiver or 
conservator of such an institution.  

(c)(6)(E) Appropriate Federal official 

For purposes of subparagraph (A), the term 'appropriate Federal official' means -  

(i) the Secretary of Housing and Urban Development in the case of any building 
described in subparagraph (B) by reason of clause (i) or (ii) thereof, and  
(ii) the Secretary of Agriculture in the case of any building described in 
subparagraph (B) by reason of clause (iii) thereof.  

(c)(7) Acquisition of building before end of prior compliance period 

(c)(7)(A) In general 

Under regulations prescribed by the Secretary, in the case of a building described in 
subparagraph (B) (or interest therein) which is acquired by the taxpayer -  

(i) paragraph (2)(B) shall not apply, but  
(ii) the credit allowable by reason of subsection (a) to the taxpayer for any period 
after such acquisition shall be equal to the amount of credit which would have 



been allowable under subsection (a) for such period to the prior owner referred to 
in subparagraph (B) had such owner not disposed of the building.  

(c)(7)(B) Description of building 

A building is described in this subparagraph if -  

(i) a credit was allowed by reason of subsection (a) to any prior owner of such 
building, and  
(ii) the taxpayer acquired such building before the end of the compliance period 
for such building with respect to such prior owner (determined without regard to 
any disposition by such prior owner).  

(e) Rehabilitation expenditures treated as separate new building 
  (1) In general 
    Rehabilitation expenditures paid or incurred by the taxpayer 
  with respect to any building shall be treated for purposes of 
  this section as a separate new building. 
  (2) Rehabilitation expenditures 
    For purposes of paragraph (1) - 
    (A) In general 
      The term 'rehabilitation expenditures' means amounts 
    chargeable to capital account and incurred for property (or 
    additions or improvements to property) of a character subject 
    to the allowance for depreciation in connection with the 
    rehabilitation of a building. 
    (B) Cost of acquisition, etc, (FOOTNOTE 3) not included 

 
(FOOTNOTE 3) So in original. Probably should be 'etc.,'.  

 
      Such term does not include the cost of acquiring any building 
    (or interest therein) or any amount not permitted to be taken 
    into account under paragraph (3) or (4) of subsection (d). 
  (3) Minimum expenditures to qualify 
    (A) In general 
      Paragraph (1) shall apply to rehabilitation expenditures with 
    respect to any building only if - 
        (i) the expenditures are allocable to 1 or more low-income 
      units or substantially benefit such units, and 
        (ii) the amount of such expenditures during any 24-month 
      period meets the requirements of whichever of the following 
      subclauses requires the greater amount of such expenditures: 
          (I) The requirement of this subclause is met if such 
        amount is not less than 10 percent of the adjusted basis of 
        the building (determined as of the 1st day of such period 
        and without regard to paragraphs (2) and (3) of section 
        1016(a)). 
          (II) The requirement of this subclause is met if the 
        qualified basis attributable to such amount, when divided 
        by the number of low-income units in the building, is 
        $3,000 or more. 
    (B) Exception from 10 percent rehabilitation 
      In the case of a building acquired by the taxpayer from a 
    governmental unit, at the election of the taxpayer, 



    subparagraph (A)(ii)(I) shall not apply and the credit under 
    this section for such rehabilitation expenditures shall be 
    determined using the percentage applicable under subsection 
    (b)(2)(B)(ii). 
    (C) Date of determination 
      The determination under subparagraph (A) shall be made as of 
    the close of the 1st taxable year in the credit period with 
    respect to such expenditures. 
  (4) Special rules 
    For purposes of applying this section with respect to 
  expenditures which are treated as a separate building by reason 
  of this subsection - 
      (A) such expenditures shall be treated as placed in service 
    at the close of the 24-month period referred to in paragraph 
    (3)(A), and 
      (B) the applicable fraction under subsection (c)(1) shall be 
    the applicable fraction for the building (without regard to 
    paragraph (1)) with respect to which the expenditures were 
    incurred. 
  Nothing in subsection (d)(2) shall prevent a credit from being 
  allowed by reason of this subsection. 
  (5) No double counting 
    Rehabilitation expenditures may, at the election of the 
  taxpayer, be taken into account under this subsection or 
  subsection (d)(2)(A)(i) but not under both such subsections. 
  (6) Regulations to apply subsection with respect to group of 
      units in building 
    The Secretary may prescribe regulations, consistent with the 
  purposes of this subsection, treating a group of units with 
  respect to which rehabilitation expenditures are incurred as a 
  separate new building. 
(f) Definition and special rules relating to credit period 
  (1) Credit period defined 
    For purposes of this section, the term 'credit period' means, 
  with respect to any building, the period of 10 taxable years 
  beginning with - 
      (A) the taxable year in which the building is placed in 
    service, or 
      (B) at the election of the taxpayer, the succeeding taxable 
    year, 
  but only if the building is a qualified low-income building as of 
  the close of the 1st year of such period.  The election under 
  subparagraph (B), once made, shall be irrevocable. 
  (2) Special rule for 1st year of credit period 
    (A) In general 
      The credit allowable under subsection (a) with respect to any 
    building for the 1st taxable year of the credit period shall be 
    determined by substituting for the applicable fraction under 
    subsection (c)(1) the fraction - 
        (i) the numerator of which is the sum of the applicable 
      fractions determined under subsection (c)(1) as of the close 
      of each full month of such year during which such building 
      was in service, and 
        (ii) the denominator of which is 12. 
    (B) Disallowed 1st year credit allowed in 11th year 
      Any reduction by reason of subparagraph (A) in the credit 
    allowable (without regard to subparagraph (A)) for the 1st 



    taxable year of the credit period shall be allowable under 
    subsection (a) for the 1st taxable year following the credit 
    period. 
  (3) Determination of applicable percentage with respect to 
      increases in qualified basis after 1st year of credit period 
    (A) In general 
      In the case of any building which was a qualified low-income 
    building as of the close of the 1st year of the credit period, 
    if - 
        (i) as of the close of any taxable year in the compliance 
      period (after the 1st year of the credit period) the 
      qualified basis of such building exceeds 
        (ii) the qualified basis of such building as of the close 
      of the 1st year of the credit period, 
    the applicable percentage which shall apply under subsection 
    (a) for the taxable year to such excess shall be the percentage 
    equal to 2/3 of the applicable percentage which (after the 
    application of subsection (h)) would but for this paragraph 
    apply to such basis. 
    (B) 1st year computation applies 
      A rule similar to the rule of paragraph (2)(A) shall apply to 
    any increase in qualified basis to which subparagraph (A) 
    applies for the 1st year of such increase. 
  (4) Dispositions of property 
    If a building (or an interest therein) is disposed of during 
  any year for which credit is allowable under subsection (a), such 
  credit shall be allocated between the parties on the basis of the 
  number of days during such year the building (or interest) was 
  held by each.  In any such case, proper adjustments shall be made 
  in the application of subsection (j). 
  (5) Credit period for existing buildings not to begin before 
      rehabilitation credit allowed 
    (A) In general 
      The credit period for an existing building shall not begin 
    before the 1st taxable year of the credit period for 
    rehabilitation expenditures with respect to the building. 
    (B) Acquisition credit allowed for certain buildings not 
        allowed a rehabilitation credit 
      (i) In general 
        In the case of a building described in clause (ii) - 
          (I) subsection (d)(2)(B)(iv) shall not apply, and 
          (II) the credit period for such building shall not begin 
        before the taxable year which would be the 1st taxable year 
        of the credit period for rehabilitation expenditures with 
        respect to the building under the modifications described 
        in clause (ii)(II). 
      (ii) Building described 
        A building is described in this clause if - 
          (I) a waiver is granted under subsection (d)(6)(C) with 
        respect to the acquisition of the building, and 
          (II) a credit would be allowed for rehabilitation 
        expenditures with respect to such building if subsection 
        (e)(3)(A)(ii)(I) did not apply and if subsection 
        (e)(3)(A)(ii)(II) were applied by substituting '$2,000' for 
        '$3,000'. 
(g) Qualified low-income housing project 
  For purposes of this section - 



  (1) In general 
    The term 'qualified low-income housing project' means any 
  project for residential rental property if the project meets the 
  requirements of subparagraph (A) or (B) whichever is elected by 
  the taxpayer: 
    (A) 20-50 test 
      The project meets the requirements of this subparagraph if 20 
    percent or more of the residential units in such project are 
    both rent-restricted and occupied by individuals whose income 
    is 50 percent or less of area median gross income. 
    (B) 40-60 test 
      The project meets the requirements of this subparagraph if 40 
    percent or more of the residential units in such project are 
    both rent-restricted and occupied by individuals whose income 
    is 60 percent or less of area median gross income. 
  Any election under this paragraph, once made, shall be 
  irrevocable.  For purposes of this paragraph, any property shall 
  not be treated as failing to be residential rental property 
  merely because part of the building in which such property is 
  located is used for purposes other than residential rental 
  purposes. 
  (2) Rent-restricted units 
    (A) In general 
      For purposes of paragraph (1), a residential unit is 
    rent-restricted if the gross rent with respect to such unit 
    does not exceed 30 percent of the imputed income limitation 
    applicable to such unit.  For purposes of the preceding 
    sentence, the amount of the income limitation under paragraph 
    (1) applicable for any period shall not be less than such 
    limitation applicable for the earliest period the building 
    (which contains the unit) was included in the determination of 
    whether the project is a qualified low-income housing project. 
    (B) Gross rent 
      For purposes of subparagraph (A), gross rent - 
        (i) does not include any payment under section 8 of the 
      United States Housing Act of 1937 or any comparable rental 
      assistance program (with respect to such unit or occupants 
      thereof), 
        (ii) includes any utility allowance determined by the 
      Secretary after taking into account such determinations under 
      section 8 of the United States Housing Act of 1937, 
        (iii) does not include any fee for a supportive service 
      which is paid to the owner of the unit (on the basis of the 
      low-income status of the tenant of the unit) by any 
      governmental program of assistance (or by an organization 
      described in section 501(c)(3) and exempt from tax under 
      section 501(a)) if such program (or organization) provides 
      assistance for rent and the amount of assistance provided for 
      rent is not separable from the amount of assistance provided 
      for supportive services, and 
        (iv) does not include any rental payment to the owner of 
      the unit to the extent such owner pays an equivalent amount 
      to the Farmers' Home Administration under section 515 of the 
      Housing Act of 1949. 
    For purposes of clause (iii), the term 'supportive service' 
    means any service provided under a planned program of services 
    designed to enable residents of a residential rental property 



    to remain independent and avoid placement in a hospital, 
    nursing home, or intermediate care facility for the mentally or 
    physically handicapped.  In the case of a single-room occupancy 
    unit or a building described in subsection (i)(3)(B)(iii), such 
    term includes any service provided to assist tenants in 
    locating and retaining permanent housing. 
    (C) Imputed income limitation applicable to unit 
      For purposes of this paragraph, the imputed income limitation 
    applicable to a unit is the income limitation which would apply 
    under paragraph (1) to individuals occupying the unit if the 
    number of individuals occupying the unit were as follows: 
        (i) In the case of a unit which does not have a separate 
      bedroom, 1 individual. 
        (ii) In the case of a unit which has 1 or more separate 
      bedrooms, 1.5 individuals for each separate bedroom. 
    In the case of a project with respect to which a credit is 
    allowable by reason of this section and for which financing is 
    provided by a bond described in section 142(a)(7), the imputed 
    income limitation shall apply in lieu of the otherwise 
    applicable income limitation for purposes of applying section 
    142(d)(4)(B)(ii). 
    (D) Treatment of units occupied by individuals whose incomes 
        rise above limit 
      (i) In general 
        Except as provided in clause (ii), notwithstanding an 
      increase in the income of the occupants of a low-income unit 
      above the income limitation applicable under paragraph (1), 
      such unit shall continue to be treated as a low-income unit 
      if the income of such occupants initially met such income 
      limitation and such unit continues to be rent-restricted. 
      (ii) Next available unit must be rented to low-income tenant 
          if income rises above 140 percent of income limit 
        If the income of the occupants of the unit increases above 
      140 percent of the income limitation applicable under 
      paragraph (1), clause (i) shall cease to apply to such unit 
      if any residential rental unit in the building (of a size 
      comparable to, or smaller than, such unit) is occupied by a 
      new resident whose income exceeds such income limitation.  In 
      the case of a project described in section 142(d)(4)(B), the 
      preceding sentence shall be applied by substituting '170 
      percent' for '140 percent' and by substituting 'any 
      low-income unit in the building is occupied by a new resident 
      whose income exceeds 40 percent of area median gross income' 
      for 'any residential unit in the building (of a size 
      comparable to, or smaller than, such unit) is occupied by a 
      new resident whose income exceeds such income limitation'. 
    (E) Units where Federal rental assistance is reduced as 
        tenant's income increases 
      If the gross rent with respect to a residential unit exceeds 
    the limitation under subparagraph (A) by reason of the fact 
    that the income of the occupants thereof exceeds the income 
    limitation applicable under paragraph (1), such unit shall, 
    nevertheless, be treated as a rent-restricted unit for purposes 
    of paragraph (1) if - 
        (i) a Federal rental assistance payment described in 
      subparagraph (B)(i) is made with respect to such unit or its 
      occupants, and 



        (ii) the sum of such payment and the gross rent with 
      respect to such unit does not exceed the sum of the amount of 
      such payment which would be made and the gross rent which 
      would be payable with respect to such unit if - 
          (I) the income of the occupants thereof did not exceed 
        the income limitation applicable under paragraph (1), and 
          (II) such units were rent-restricted within the meaning 
        of subparagraph (A). 
    The preceding sentence shall apply to any unit only if the 
    result described in clause (ii) is required by Federal statute 
    as of the date of the enactment of this subparagraph and as of 
    the date the Federal rental assistance payment is made. 
  (3) Date for meeting requirements 
    (A) In general 
      Except as otherwise provided in this paragraph, a building 
    shall be treated as a qualified low-income building only if the 
    project (of which such building is a part) meets the 
    requirements of paragraph (1) not later than the close of the 
    1st year of the credit period for such building. 
    (B) Buildings which rely on later buildings for qualification 
      (i) In general 
        In determining whether a building (hereinafter in this 
      subparagraph referred to as the 'prior building') is a 
      qualified low-income building, the taxpayer may take into 
      account 1 or more additional buildings placed in service 
      during the 12-month period described in subparagraph (A) with 
      respect to the prior building only if the taxpayer elects to 
      apply clause (ii) with respect to each additional building 
      taken into account. 
      (ii) Treatment of elected buildings 
        In the case of a building which the taxpayer elects to take 
      into account under clause (i), the period under subparagraph 
      (A) for such building shall end at the close of the 12-month 
      period applicable to the prior building. 
      (iii) Date prior building is treated as placed in service 
        For purposes of determining the credit period and the 
      compliance period for the prior building, the prior building 
      shall be treated for purposes of this section as placed in 
      service on the most recent date any additional building 
      elected by the taxpayer (with respect to such prior building) 
      was placed in service. 
    (C) Special rule 
      A building - 
        (i) other than the 1st building placed in service as part 
      of a project, and 
        (ii) other than a building which is placed in service 
      during the 12-month period described in subparagraph (A) with 
      respect to a prior building which becomes a qualified 
      low-income building, 
    shall in no event be treated as a qualified low-income building 
    unless the project is a qualified low-income housing project 
    (without regard to such building) on the date such building is 
    placed in service. 
    (D) Projects with more than 1 building must be identified 
      For purposes of this section, a project shall be treated as 
    consisting of only 1 building unless, before the close of the 
    1st calendar year in the project period (as defined in 



    subsection (h)(1)(F)(ii)), each building which is (or will be) 
    part of such project is identified in such form and manner as 
    the Secretary may provide. 
  (4) Certain rules made applicable 
    Paragraphs (2) (other than subparagraph (A) thereof), (3), (4), 
  (5), (6), and (7) of section 142(d), and section 6652(j), shall 
  apply for purposes of determining whether any project is a 
  qualified low-income housing project and whether any unit is a 
  low-income unit; except that, in applying such provisions for 
  such purposes, the term 'gross rent' shall have the meaning given 
  such term by paragraph (2)(B) of this subsection. 
  (5) Election to treat building after compliance period as not 
      part of a project 
    For purposes of this section, the taxpayer may elect to treat 
  any building as not part of a qualified low-income housing 
  project for any period beginning after the compliance period for 
  such building. 
  (6) Special rule where de minimis equity contribution 
    Property shall not be treated as failing to be residential 
  rental property for purposes of this section merely because the 
  occupant of a residential unit in the project pays (on a 
  voluntary basis) to the lessor a de minimis amount to be held 
  toward the purchase by such occupant of a residential unit in 
  such project if - 
      (A) all amounts so paid are refunded to the occupant on the 
    cessation of his occupancy of a unit in the project, and 
      (B) the purchase of the unit is not permitted until after the 
    close of the compliance period with respect to the building in 
    which the unit is located. 
  Any amount paid to the lessor as described in the preceding 
  sentence shall be included in gross rent under paragraph (2) for 
  purposes of determining whether the unit is rent- restricted. 
  (7) Scattered site projects 
    Buildings which would (but for their lack of proximity) be 
  treated as a project for purposes of this section shall be so 
  treated if all of the dwelling units in each of the buildings are 
  rent-restricted (within the meaning of paragraph (2)) residential 
  rental units. 
(h) Limitation on aggregate credit allowable with respect to 
    projects located in a State 
  (1) Credit may not exceed credit amount allocated to building 
    (A) In general 
      The amount of the credit determined under this section for 
    any taxable year with respect to any building shall not exceed 
    the housing credit dollar amount allocated to such building 
    under this subsection. 
    (B) Time for making allocation 
      Except in the case of an allocation which meets the 
    requirements of subparagraph (C), (D), (E), or (F), an 
    allocation shall be taken into account under subparagraph (A) 
    only if it is made not later than the close of the calendar 
    year in which the building is placed in service. 
    (C) Exception where binding commitment 
      An allocation meets the requirements of this subparagraph if 
    there is a binding commitment (not later than the close of the 
    calendar year in which the building is placed in service) by 
    the housing credit agency to allocate a specified housing 



    credit dollar amount to such building beginning in a specified 
    later taxable year. 
    (D) Exception where increase in qualified basis 
      (i) In general 
        An allocation meets the requirements of this subparagraph 
      if such allocation is made not later than the close of the 
      calendar year in which ends the taxable year to which it will 
      1st apply but only to the extent the amount of such 
      allocation does not exceed the limitation under clause (ii). 
      (ii) Limitation 
        The limitation under this clause is the amount of credit 
      allowable under this section (without regard to this 
      subsection) for a taxable year with respect to an increase in 
      the qualified basis of the building equal to the excess of - 
          (I) the qualified basis of such building as of the close 
        of the 1st taxable year to which such allocation will 
        apply, over 
          (II) the qualified basis of such building as of the close 
        of the 1st taxable year to which the most recent prior 
        housing credit allocation with respect to such building 
        applied. 
      (iii) Housing credit dollar amount reduced by full allocation 
        Notwithstanding clause (i), the full amount of the 
      allocation shall be taken into account under paragraph (2). 
    (E) Exception where 10 percent of cost incurred 
      (i) In general 
        An allocation meets the requirements of this subparagraph 
      if such allocation is made with respect to a qualified 
      building which is placed in service not later than the close 
      of the second calendar year following the calendar year in 
      which the allocation is made. 
      (ii) Qualified building 
        For purposes of clause (i), the term 'qualified building' 
      means any building which is part of a project if the 
      taxpayer's basis in such project (as of the close of the 
      calendar year in which the allocation is made) is more than 
      10 percent of the taxpayer's reasonably expected basis in 
      such project (as of the close of the second calendar year 
      referred to in clause (i)). Such term does not include any 
      existing building unless a credit is allowable under 
      subsection (e) for rehabilitation expenditures paid or 
      incurred by the taxpayer with respect to such building for a 
      taxable year ending during the second calendar year referred 
      to in clause (i) or the prior taxable year. 
    (F) Allocation of credit on a project basis 
      (i) In general 
        In the case of a project which includes (or will include) 
      more than 1 building, an allocation meets the requirements of 
      this subparagraph if - 
          (I) the allocation is made to the project for a calendar 
        year during the project period, 
          (II) the allocation only applies to buildings placed in 
        service during or after the calendar year for which the 
        allocation is made, and 
          (III) the portion of such allocation which is allocated 
        to any building in such project is specified not later than 
        the close of the calendar year in which the building is 



        placed in service. 
      (ii) Project period 
        For purposes of clause (i), the term 'project period' means 
      the period - 
          (I) beginning with the 1st calendar year for which an 
        allocation may be made for the 1st building placed in 
        service as part of such project, and 
          (II) ending with the calendar year the last building is 
        placed in service as part of such project. 
  (2) Allocated credit amount to apply to all taxable years ending 
      during or after credit allocation year 
    Any housing credit dollar amount allocated to any building for 
  any calendar year - 
      (A) shall apply to such building for all taxable years in the 
    compliance period ending during or after such calendar year, 
    and 
      (B) shall reduce the aggregate housing credit dollar amount 
    of the allocating agency only for such calendar year. 
  (3) Housing credit dollar amount for agencies 
    (A) In general 
      The aggregate housing credit dollar amount which a housing 
    credit agency may allocate for any calendar year is the portion 
    of the State housing credit ceiling allocated under this 
    paragraph for such calendar year to such agency. 
    (B) State ceiling initially allocated to State housing credit 
        agencies 
      Except as provided in subparagraphs (D) and (E), the State 
    housing credit ceiling for each calendar year shall be 
    allocated to the housing credit agency of such State. If there 
    is more than 1 housing credit agency of a State, all such 
    agencies shall be treated as a single agency. 
    (C) State housing credit ceiling 
      The State housing credit ceiling applicable to any State for 
    any calendar year shall be an amount equal to the sum of - 
        (i) $1.25 multiplied by the State population, 
        (ii) the unused State housing credit ceiling (if any) of 
      such State for the preceding calendar year, 
        (iii) the amount of State housing credit ceiling returned 
      in the calendar year, plus 
        (iv) the amount (if any) allocated under subparagraph (D) 
      to such State by the Secretary. 
    For purposes of clause (ii), the unused State housing credit 
    ceiling for any calendar year is the excess (if any) of the sum 
    of the amounts described in clauses (i) and (iii) over the 
    aggregate housing credit dollar amount allocated for such 
    year.  For purposes of clause (iii), the amount of State 
    housing credit ceiling returned in the calendar year equals the 
    housing credit dollar amount previously allocated within the 
    State to any project which does not become a qualified 
    low-income housing project within the period required by this 
    section or the terms of the allocation or to any project with 
    respect to which an allocation is cancelled by mutual consent 
    of the housing credit agency and the allocation recipient. 
    (D) Unused housing credit carryovers allocated among certain 
        States 
      (i) In general 
        The unused housing credit carryover of a State for any 



      calendar year shall be assigned to the Secretary for 
      allocation among qualified States for the succeeding calendar 
      year. 
      (ii) Unused housing credit carryover 
        For purposes of this subparagraph, the unused housing 
      credit carryover of a State for any calendar year is the 
      excess (if any) of the unused State housing credit ceiling 
      for such year (as defined in subparagraph (C)(ii)) over the 
      excess (if any) of - 
          (I) the aggregate housing credit dollar amount allocated 
        for such year, over 
          (II) the sum of the amounts described in clauses (i) and 
        (iii) of subparagraph (C). 
      (iii) Formula for allocation of unused housing credit 
          carryovers among qualified States 
        The amount allocated under this subparagraph to a qualified 
      State for any calendar year shall be the amount determined by 
      the Secretary to bear the same ratio to the aggregate unused 
      housing credit carryovers of all States for the preceding 
      calendar year as such State's population for the calendar 
      year bears to the population of all qualified States for the 
      calendar year.  For purposes of the preceding sentence, 
      population shall be determined in accordance with section 
      146(j). 
      (iv) Qualified State 
        For purposes of this subparagraph, the term 'qualified 
      State' means, with respect to a calendar year, any State - 
          (I) which allocated its entire State housing credit 
        ceiling for the preceding calendar year, and 
          (II) for which a request is made (not later than May 1 of 
        the calendar year) to receive an allocation under clause 
        (iii). 
    (E) Special rule for States with constitutional home rule 
        cities 
      For purposes of this subsection - 
      (i) In general 
        The aggregate housing credit dollar amount for any 
      constitutional home rule city for any calendar year shall be 
      an amount which bears the same ratio to the State housing 
      credit ceiling for such calendar year as - 
          (I) the population of such city, bears to 
          (II) the population of the entire State. 
      (ii) Coordination with other allocations 
        In the case of any State which contains 1 or more 
      constitutional home rule cities, for purposes of applying 
      this paragraph with respect to housing credit agencies in 
      such State other than constitutional home rule cities, the 
      State housing credit ceiling for any calendar year shall be 
      reduced by the aggregate housing credit dollar amounts 
      determined for such year for all constitutional home rule 
      cities in such State. 
      (iii) Constitutional home rule city 
        For purposes of this paragraph, the term 'constitutional 
      home rule city' has the meaning given such term by section 
      146(d)(3)(C). 
    (F) State may provide for different allocation 
      Rules similar to the rules of section 146(e) (other than 



    paragraph (2)(B) thereof) shall apply for purposes of this 
    paragraph. 
    (G) Population 
      For purposes of this paragraph, population shall be 
    determined in accordance with section 146(j). 
  (4) Credit for buildings financed by tax-exempt bonds subject to 
      volume cap not taken into account 
    (A) In general 
      Paragraph (1) shall not apply to the portion of any credit 
    allowable under subsection (a) which is attributable to 
    eligible basis financed by any obligation the interest on which 
    is exempt from tax under section 103 if - 
        (i) such obligation is taken into account under section 
      146, and 
        (ii) principal payments on such financing are applied 
      within a reasonable period to redeem obligations the proceeds 
      of which were used to provide such financing. 
    (B) Special rule where 50 percent or more of building is 
        financed with tax-exempt bonds subject to volume cap 
      For purposes of subparagraph (A), if 50 percent or more of 
    the aggregate basis of any building and the land on which the 
    building is located is financed by any obligation described in 
    subparagraph (A), paragraph (1) shall not apply to any portion 
    of the credit allowable under subsection (a) with respect to 
    such building. 
  (5) Portion of State ceiling set-aside for certain projects 
      involving qualified nonprofit organizations 
    (A) In general 
      Not more than 90 percent of the State housing credit ceiling 
    for any State for any calendar year shall be allocated to 
    projects other than qualified low-income housing projects 
    described in subparagraph (B). 
    (B) Projects involving qualified nonprofit organizations 
      For purposes of subparagraph (A), a qualified low-income 
    housing project is described in this subparagraph if a 
    qualified nonprofit organization is to own an interest in the 
    project (directly or through a partnership) and materially 
    participate (within the meaning of section 469(h)) in the 
    development and operation of the project throughout the 
    compliance period. 
    (C) Qualified nonprofit organization 
      For purposes of this paragraph, the term 'qualified nonprofit 
    organization' means any organization if - 
        (i) such organization is described in paragraph (3) or (4) 
      of section 501(c) and is exempt from tax under section 
      501(a), 
        (ii) such organization is determined by the State housing 
      credit agency not to be affiliated with or controlled by a 
      for-profit organization; (FOOTNOTE 4) and 
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        (iii) 1 of the exempt purposes of such organization 
      includes the fostering of low-income housing. 
    (D) Treatment of certain subsidiaries 
      (i) In general 



        For purposes of this paragraph, a qualified nonprofit 
      organization shall be treated as satisfying the ownership and 
      material participation test of subparagraph (B) if any 
      qualified corporation in which such organization holds stock 
      satisfies such test. 
      (ii) Qualified corporation 
        For purposes of clause (i), the term 'qualified 
      corporation' means any corporation if 100 percent of the 
      stock of such corporation is held by 1 or more qualified 
      nonprofit organizations at all times during the period such 
      corporation is in existence. 
    (E) State may not override set-aside 
      Nothing in subparagraph (F) of paragraph (3) shall be 
    construed to permit a State not to comply with subparagraph (A) 
    of this paragraph. 
  (6) Buildings eligible for credit only if minimum long-term 
      commitment to low-income housing 
    (A) In general 
      No credit shall be allowed by reason of this section with 
    respect to any building for the taxable year unless an extended 
    low-income housing commitment is in effect as of the end of 
    such taxable year. 
    (B) Extended low-income housing commitment 
      For purposes of this paragraph, the term 'extended low-income 
    housing commitment' means any agreement between the taxpayer 
    and the housing credit agency - 
        (i) which requires that the applicable fraction (as defined 
      in subsection (c)(1)) for the building for each taxable year 
      in the extended use period will not be less than the 
      applicable fraction specified in such agreement and which 
      prohibits the actions described in subclauses (I) and (II) of 
      subparagraph (E)(ii), 
        (ii) which allows individuals who meet the income 
      limitation applicable to the building under subsection (g) 
      (whether prospective, present, or former occupants of the 
      building) the right to enforce in any State court the 
      requirement and prohibitions of clause (i), 
        (iii) which prohibits the disposition to any person of any 
      portion of the building to which such agreement applies 
      unless all of the building to which such agreement applies is 
      disposed of to such person, 
        (iv) which is binding on all successors of the taxpayer, 
      and 
        (v) which, with respect to the property, is recorded 
      pursuant to State law as a restrictive covenant. 
    (C) Allocation of credit may not exceed amount necessary to 
        support commitment 
      (i) In general 
        The housing credit dollar amount allocated to any building 
      may not exceed the amount necessary to support the applicable 
      fraction specified in the extended low-income housing 
      commitment for such building, including any increase in such 
      fraction pursuant to the application of subsection (f)(3) if 
      such increase is reflected in an amended low-income housing 
      commitment. 
      (ii) Buildings financed by tax-exempt bonds 
        If paragraph (4) applies to any building the amount of 



      credit allowed in any taxable year may not exceed the amount 
      necessary to support the applicable fraction specified in the 
      extended low-income housing commitment for such building. 
      Such commitment may be amended to increase such fraction. 
    (D) Extended use period 
      For purposes of this paragraph, the term 'extended use 
    period' means the period - 
        (i) beginning on the 1st day in the compliance period on 
      which such building is part of a qualified low-income housing 
      project, and 
        (ii) ending on the later of - 
          (I) the date specified by such agency in such agreement, 
        or 
          (II) the date which is 15 years after the close of the 
        compliance period. 
    (E) Exceptions if foreclosure or if no buyer willing to 
        maintain low-income status 
      (i) In general 
        The extended use period for any building shall terminate - 
          (I) on the date the building is acquired by foreclosure 
        (or instrument in lieu of foreclosure) unless the Secretary 
        determines that such acquisition is part of an arrangement 
        with the taxpayer a purpose of which is to terminate such 
        period, or 
          (II) on the last day of the period specified in 
        subparagraph (I) if the housing credit agency is unable to 
        present during such period a qualified contract for the 
        acquisition of the low-income portion of the building by 
        any person who will continue to operate such portion as a 
        qualified low-income building. 
     Subclause (II) shall not apply to the extent more stringent 
      requirements are provided in the agreement or in State law. 
      (ii) Eviction, etc. of existing low-income tenants not 
          permitted 
        The termination of an extended use period under clause (i) 
      shall not be construed to permit before the close of the 
      3-year period following such termination - 
          (I) the eviction or the termination of tenancy (other 
        than for good cause) of an existing tenant of any 
        low-income unit, or 
          (II) any increase in the gross rent with respect to such 
        unit not otherwise permitted under this section. 
    (F) Qualified contract 
      For purposes of subparagraph (E), the term 'qualified 
    contract' means a bona fide contract to acquire (within a 
    reasonable period after the contract is entered into) the 
    nonlow-income portion of the building for fair market value and 
    the low-income portion of the building for an amount not less 
    than the applicable fraction (specified in the extended 
    low-income housing commitment) of - 
        (i) the sum of - 
          (I) the outstanding indebtedness secured by, or with 
        respect to, the building, 
          (II) the adjusted investor equity in the building, plus 
          (III) other capital contributions not reflected in the 
        amounts described in subclause (I) or (II), reduced by 
        (ii) cash distributions from (or available for distribution 



      from) the project. 
    The Secretary shall prescribe such regulations as may be 
    necessary or appropriate to carry out this paragraph, including 
    regulations to prevent the manipulation of the amount 
    determined under the preceding sentence. 
    (G) Adjusted investor equity 
      (i) In general 
        For purposes of subparagraph (E), the term 'adjusted 
      investor equity' means, with respect to any calendar year, 
      the aggregate amount of cash taxpayers invested with respect 
      to the project increased by the amount equal to - 
          (I) such amount, multiplied by 
          (II) the cost-of-living adjustment for such calendar 
        year, determined under section 1(f)(3) by substituting the 
        base calendar year for 'calendar year 1987'. 
     An amount shall be taken into account as an investment in the 
      project only to the extent there was an obligation to invest 
      such amount as of the beginning of the credit period and to 
      the extent such amount is reflected in the adjusted basis of 
      the project. 
      (ii) Cost-of-living increases in excess of 5 percent not 
          taken into account 
        Under regulations prescribed by the Secretary, if the CPI 
      for any calendar year (as defined in section 1(f)(4)) exceeds 
      the CPI for the preceding calendar year by more than 5 
      percent, the CPI for the base calendar year shall be 
      increased such that such excess shall never be taken into 
      account under clause (i). 
      (iii) Base calendar year 
        For purposes of this subparagraph, the term 'base calendar 
      year' means the calendar year with or within which the 1st 
      taxable year of the credit period ends. 
    (H) Low-income portion 
      For purposes of this paragraph, the low-income portion of a 
    building is the portion of such building equal to the 
    applicable fraction specified in the extended low-income 
    housing commitment for the building. 
    (I) Period for finding buyer 
      The period referred to in this subparagraph is the 1-year 
    period beginning on the date (after the 14th year of the 
    compliance period) the taxpayer submits a written request to 
    the housing credit agency to find a person to acquire the 
    taxpayer's interest in the low-income portion of the building. 
    (J) Effect of noncompliance 
      If, during a taxable year, there is a determination that an 
    extended low-income housing agreement was not in effect as of 
    the beginning of such year, such determination shall not apply 
    to any period before such year and subparagraph (A) shall be 
    applied without regard to such determination if the failure is 
    corrected within 1 year from the date of the determination. 
    (K) Projects which consist of more than 1 building 
      The application of this paragraph to projects which consist 
    of more than 1 building shall be made under regulations 
    prescribed by the Secretary. 
  (7) Special rules 
    (A) Building must be located within jurisdiction of credit 
        agency 



      A housing credit agency may allocate its aggregate housing 
    credit dollar amount only to buildings located in the 
    jurisdiction of the governmental unit of which such agency is a 
    part. 
    (B) Agency allocations in excess of limit 
      If the aggregate housing credit dollar amounts allocated by a 
    housing credit agency for any calendar year exceed the portion 
    of the State housing credit ceiling allocated to such agency 
    for such calendar year, the housing credit dollar amounts so 
    allocated shall be reduced (to the extent of such excess) for 
    buildings in the reverse of the order in which the allocations 
    of such amounts were made. 
    (C) Credit reduced if allocated credit dollar amount is less 
        than credit which would be allowable without regard to 
        placed in service convention, etc. 
      (i) In general 
        The amount of the credit determined under this section with 
      respect to any building shall not exceed the clause (ii) 
      percentage of the amount of the credit which would (but for 
      this subparagraph) be determined under this section with 
      respect to such building. 
      (ii) Determination of percentage 
        For purposes of clause (i), the clause (ii) percentage with 
      respect to any building is the percentage which - 
          (I) the housing credit dollar amount allocated to such 
        building bears to 
          (II) the credit amount determined in accordance with 
        clause (iii). 
      (iii) Determination of credit amount 
        The credit amount determined in accordance with this clause 
      is the amount of the credit which would (but for this 
      subparagraph) be determined under this section with respect 
      to the building if - 
          (I) this section were applied without regard to 
        paragraphs (2)(A) and (3)(B) of subsection (f), and 
          (II) subsection (f)(3)(A) were applied without regard to 
        'the percentage equal to 2/3 of'. 
    (D) Housing credit agency to specify applicable percentage and 
        maximum qualified basis 
      In allocating a housing credit dollar amount to any building, 
    the housing credit agency shall specify the applicable 
    percentage and the maximum qualified basis which may be taken 
    into account under this section with respect to such building. 
    The applicable percentage and maximum qualified basis so 
    specified shall not exceed the applicable percentage and 
    qualified basis determined under this section without regard to 
    this subsection. 

(c)(8) Other definitions 

For purposes of this subsection -  

(c)(8)(A) Housing credit agency 



The term 'housing credit agency' means any agency authorized to carry out this 
subsection.  

(c)(8)(B) Possessions treated as States 

The term 'State' includes a possession of the United States.  

(i) Definitions and special rules 
  For purposes of this section - 
  (1) Compliance period 
    The term 'compliance period' means, with respect to any 
  building, the period of 15 taxable years beginning with the 1st 
  taxable year of the credit period with respect thereto. 
  (2) Determination of whether building is federally subsidized 
    (A) In general 
      Except as otherwise provided in this paragraph, for purposes 
    of subsection (b)(1), a new building shall be treated as 
    federally subsidized for any taxable year if, at any time 
    during such taxable year or any prior taxable year, there is or 
    was outstanding any obligation the interest on which is exempt 
    from tax under section 103, or any below market Federal loan, 
    the proceeds of which are or were used (directly or indirectly) 
    with respect to such building or the operation thereof. 
    (B) Election to reduce eligible basis by balance of loan or 
        proceeds of obligations 
      A loan or tax-exempt obligation shall not be taken into 
    account under subparagraph (A) if the taxpayer elects to 
    exclude from the eligible basis of the building for purposes of 
    subsection (d) - 
        (i) in the case of a loan, the principal amount of such 
      loan, and 
        (ii) in the case of a tax-exempt obligation, the proceeds 
      of such obligation. 
    (C) Special rule for subsidized construction financing 
      Subparagraph (A) shall not apply to any tax-exempt obligation 
    or below market Federal loan used to provide construction 
    financing for any building if - 
        (i) such obligation or loan (when issued or made) 
      identified the building for which the proceeds of such 
      obligation or loan would be used, and 
        (ii) such obligation is redeemed, and such loan is repaid, 
      before such building is placed in service. 
    (D) Below market Federal loan 
      For purposes of this paragraph, the term 'below market 
    Federal loan' means any loan funded in whole or in part with 
    Federal funds if the interest rate payable on such loan is less 
    than the applicable Federal rate in effect under section 
    1274(d)(1) (as of the date on which the loan was made).  Such 
    term shall not include any loan which would be a below market 
    Federal loan solely by reason of assistance provided under 
    section 106, 107, or 108 of the Housing and Community 
    Development Act of 1974 (as in effect on the date of the 
    enactment of this sentence). 
  (3) Low-income unit 
    (A) In general 



      The term 'low-income unit' means any unit in a building if - 
        (i) such unit is rent-restricted (as defined in subsection 
      (g)(2)), and 
        (ii) the individuals occupying such unit meet the income 
      limitation applicable under subsection (g)(1) to the project 
      of which such building is a part. 
    (B) Exceptions 
      (i) In general 
        A unit shall not be treated as a low-income unit unless the 
      unit is suitable for occupancy and used other than on a 
      transient basis. 
      (ii) Suitability for occupancy 
        For purposes of clause (i), the suitability of a unit for 
      occupancy shall be determined under regulations prescribed by 
      the Secretary taking into account local health, safety, and 
      building codes. 
      (iii) Transitional housing for homeless 
        For purposes of clause (i), a unit shall be considered to 
      be used other than on a transient basis if the unit contains 
      sleeping accommodations and kitchen and bathroom facilities 
      and is located in a building - 
          (I) which is used exclusively to facilitate the 
        transition of homeless individuals (within the meaning of 
        section 103 of the Stewart B. McKinney Homeless Assistance 
        Act (42 U.S.C. 11302), as in effect on the date of the 
        enactment of this clause) to independent living within 24 
        months, and 
          (II) in which a governmental entity or qualified 
        nonprofit organization (as defined in subsection (h)(5)) 
        provides such individuals with temporary housing and 
        supportive services designed to assist such individuals in 
        locating and retaining permanent housing. 
      (iv) Single-room occupancy units 
        For purposes of clause (i), a single-room occupancy unit 
      shall not be treated as used on a transient basis merely 
      because it is rented on a month-by-month basis. 
    (C) Special rule for buildings having 4 or fewer units 
      In the case of any building which has 4 or fewer residential 
    rental units, no unit in such building shall be treated as a 
    low-income unit if the units in such building are owned by - 
        (i) any individual who occupies a residential unit in such 
      building, or 
        (ii) any person who is related (as defined in subsection 
      (d)(2)(D)(iii)) to such individual. 
    (D) Certain students not to disqualify unit 
      A unit shall not fail to be treated as a low-income unit 
    merely because it is occupied by an individual who is - 
        (i) a student and receiving assistance under title IV of 
      the Social Security Act, or 
        (ii) enrolled in a job training program receiving 
      assistance under the Job Training Partnership Act or under 
      other similar Federal, State, or local laws. 
    (E) Owner-occupied buildings having 4 or fewer units eligible 
        for credit where development plan 
      (i) In general 
        Subparagraph (C) shall not apply to the acquisition or 
      rehabilitation of a building pursuant to a development plan 



      of action sponsored by a State or local government or a 
      qualified nonprofit organization (as defined in subsection 
      (h)(5)(C)). 
      (ii) Limitation on credit 
        In the case of a building to which clause (i) applies, the 
      applicable fraction shall not exceed 80 percent of the unit 
      fraction. 
      (iii) Certain unrented units treated as owner-occupied 
        In the case of a building to which clause (i) applies, any 
      unit which is not rented for 90 days or more shall be treated 
      as occupied by the owner of the building as of the 1st day it 
      is not rented. 
  (4) New building 
    The term 'new building' means a building the original use of 
  which begins with the taxpayer. 
  (5) Existing building 
    The term 'existing building' means any building which is not a 
  new building. 
  (6) Application to estates and trusts 
    In the case of an estate or trust, the amount of the credit 
  determined under subsection (a) and any increase in tax under 
  subsection (j) shall be apportioned between the estate or trust 
  and the beneficiaries on the basis of the income of the estate or 
  trust allocable to each. 
  (7) Impact of tenant's right of 1st refusal to acquire property 
    (A) In general 
      No Federal income tax benefit shall fail to be allowable to 
    the taxpayer with respect to any qualified low-income building 
    merely by reason of a right of 1st refusal held by the tenants 
    (in cooperative form or otherwise) or resident management 
    corporation of such building or by a qualified nonprofit 
    organization (as defined in subsection (h)(5)(C)) or government 
    agency to purchase the property after the close of the 
    compliance period for a price which is not less than the 
    minimum purchase price determined under subparagraph (B). 
    (B) Minimum purchase price 
      For purposes of subparagraph (A), the minimum purchase price 
    under this subparagraph is an amount equal to the sum of - 
        (i) the principal amount of outstanding indebtedness 
      secured by the building (other than indebtedness incurred 
      within the 5-year period ending on the date of the sale to 
      the tenants), and 
        (ii) all Federal, State, and local taxes attributable to 
      such sale. 
    Except in the case of Federal income taxes, there shall not be 
    taken into account under clause (ii) any additional tax 
    attributable to the application of clause (ii). 
(j) Recapture of credit 
  (1) In general 
    If - 
      (A) as of the close of any taxable year in the compliance 
    period, the amount of the qualified basis of any building with 
    respect to the taxpayer is less than 
      (B) the amount of such basis as of the close of the preceding 
    taxable year, 
  then the taxpayer's tax under this chapter for the taxable year 
  shall be increased by the credit recapture amount. 



  (2) Credit recapture amount 
    For purposes of paragraph (1), the credit recapture amount is 
  an amount equal to the sum of - 
      (A) the aggregate decrease in the credits allowed to the 
    taxpayer under section 38 for all prior taxable years which 
    would have resulted if the accelerated portion of the credit 
    allowable by reason of this section were not allowed for all 
    prior taxable years with respect to the excess of the amount 
    described in paragraph (1)(B) over the amount described in 
    paragraph (1)(A), plus 
      (B) interest at the overpayment rate established under 
    section 6621 on the amount determined under subparagraph (A) 
    for each prior taxable year for the period beginning on the due 
    date for filing the return for the prior taxable year involved. 
  No deduction shall be allowed under this chapter for interest 
  described in subparagraph (B). 
  (3) Accelerated portion of credit 
    For purposes of paragraph (2), the accelerated portion of the 
  credit for the prior taxable years with respect to any amount of 
  basis is the excess of - 
      (A) the aggregate credit allowed by reason of this section 
    (without regard to this subsection) for such years with respect 
    to such basis, over 
      (B) the aggregate credit which would be allowable by reason 
    of this section for such years with respect to such basis if 
    the aggregate credit which would (but for this subsection) have 
    been allowable for the entire compliance period were allowable 
    ratably over 15 years. 
  (4) Special rules 
    (A) Tax benefit rule 
      The tax for the taxable year shall be increased under 
    paragraph (1) only with respect to credits allowed by reason of 
    this section which were used to reduce tax liability.  In the 
    case of credits not so used to reduce tax liability, the 
    carryforwards and carrybacks under section 39 shall be 
    appropriately adjusted. 
    (B) Only basis for which credit allowed taken into account 
      Qualified basis shall be taken into account under paragraph 
    (1)(B) only to the extent such basis was taken into account in 
    determining the credit under subsection (a) for the preceding 
    taxable year referred to in such paragraph. 
    (C) No recapture of additional credit allowable by reason of 
        subsection (f)(3) 
      Paragraph (1) shall apply to a decrease in qualified basis 
    only to the extent such decrease exceeds the amount of 
    qualified basis with respect to which a credit was allowable 
    for the taxable year referred to in paragraph (1)(B) by reason 
    of subsection (f)(3). 
    (D) No credits against tax 
      Any increase in tax under this subsection shall not be 
    treated as a tax imposed by this chapter for purposes of 
    determining the amount of any credit under subpart A, B, D, or 
    G of this part. 
    (E) No recapture by reason of casualty loss 
      The increase in tax under this subsection shall not apply to 
    a reduction in qualified basis by reason of a casualty loss to 
    the extent such loss is restored by reconstruction or 



    replacement within a reasonable period established by the 
    Secretary. 
    (F) No recapture where de minimis changes in floor space 
      The Secretary may provide that the increase in tax under this 
    subsection shall not apply with respect to any building if - 
        (i) such increase results from a de minimis change in the 
      floor space fraction under subsection (c)(1), and 
        (ii) the building is a qualified low-income building after 
      such change. 
  (5) Certain partnerships treated as the taxpayer 
    (A) In general 
      For purposes of applying this subsection to a partnership to 
    which this paragraph applies - 
        (i) such partnership shall be treated as the taxpayer to 
      which the credit allowable under subsection (a) was allowed, 
        (ii) the amount of such credit allowed shall be treated as 
      the amount which would have been allowed to the partnership 
      were such credit allowable to such partnership, 
        (iii) paragraph (4)(A) shall not apply, and 
        (iv) the amount of the increase in tax under this 
      subsection for any taxable year shall be allocated among the 
      partners of such partnership in the same manner as such 
      partnership's taxable income for such year is allocated among 
      such partners. 
    (B) Partnerships to which paragraph applies 
      This paragraph shall apply to any partnership which has 35 or 
    more partners unless the partnership elects not to have this 
    paragraph apply. 
    (C) Special rules 
      (i) Husband and wife treated as 1 partner 
        For purposes of subparagraph (B)(i), a husband and wife 
      (and their estates) shall be treated as 1 partner. 
      (ii) Election irrevocable 
        Any election under subparagraph (B), once made, shall be 
      irrevocable. 
  (6) No recapture on disposition of building (or interest therein) 
      where bond posted 
    In the case of a disposition of a building or an interest 
  therein, the taxpayer shall be discharged from liability for any 
  additional tax under this subsection by reason of such 
  disposition if - 
      (A) the taxpayer furnishes to the Secretary a bond in an 
    amount satifactory (FOOTNOTE 5) to the Secretary and for the 
    period required by the Secretary, and 

 
(FOOTNOTE 5) So in original. Probably should be 'satisfactory'.  

 
      (B) it is reasonably expected that such building will 
    continue to be operated as a qualified low-income building for 
    the remaining compliance period with respect to such building. 
(k) Application of at-risk rules 
  For purposes of this section - 
  (1) In general 
    Except as otherwise provided in this subsection, rules similar 
  to the rules of section 49(a)(1) (other than subparagraphs 
  (D)(ii)(II) and (D)(iv)(I) thereof), section 49(a)(2), and 



  section 49(b)(1) shall apply in determining the qualified basis 
  of any building in the same manner as such sections apply in 
  determining the credit base of property. 
  (2) Special rules for determining qualified person 
    For purposes of paragraph (1) - 
    (A) In general 
      If the requirements of subparagraphs (B), (C), and (D) are 
    met with respect to any financing borrowed from a qualified 
    nonprofit organization (as defined in subsection (h)(5)), the 
    determination of whether such financing is qualified commercial 
    financing with respect to any qualified low-income building 
    shall be made without regard to whether such organization - 
        (i) is actively and regularly engaged in the business of 
      lending money, or 
        (ii) is a person described in section 49(a)(1)(D)(iv)(II). 
    (B) Financing secured by property 
      The requirements of this subparagraph are met with respect to 
    any financing if such financing is secured by the qualified 
    low-income building, except that this subparagraph shall not 
    apply in the case of a federally assisted building described in 
    subsection (d)(6)(B) if - 
        (i) a security interest in such building is not permitted 
      by a Federal agency holding or insuring the mortgage secured 
      by such building, and 
        (ii) the proceeds from the financing (if any) are applied 
      to acquire or improve such building.. (FOOTNOTE 6) 
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    (C) Portion of building attributable to financing 
      The requirements of this subparagraph are met with respect to 
    any financing for any taxable year in the compliance period if, 
    as of the close of such taxable year, not more than 60 percent 
    of the eligible basis of the qualified low-income building is 
    attributable to such financing (reduced by the principal and 
    interest of any governmental financing which is part of a 
    wrap-around mortgage involving such financing). 
    (D) Repayment of principal and interest 
      The requirements of this subparagraph are met with respect to 
    any financing if such financing is fully repaid on or before 
    the earliest of - 
        (i) the date on which such financing matures, 
        (ii) the 90th day after the close of the compliance period 
      with respect to the qualified low-income building, or 
        (iii) the date of its refinancing or the sale of the 
      building to which such financing relates. 
    In the case of a qualified nonprofit organization which is not 
    described in section 49(a)(1)(D)(iv)(II) with respect to a 
    building, clause (ii) of this subparagraph shall be applied as 
    if the date described therein were the 90th day after the 
    earlier of the date the building ceases to be a qualified 
    low-income building or the date which is 15 years after the 
    close of a compliance period with respect thereto. 
  (3) Present value of financing 
    If the rate of interest on any financing described in paragraph 
  (2)(A) is less than the rate which is 1 percentage point below 



  the applicable Federal rate as of the time such financing is 
  incurred, then the qualified basis (to which such financing 
  relates) of the qualified low-income building shall be the 
  present value of the amount of such financing, using as the 
  discount rate such applicable Federal rate.  For purposes of the 
  preceding sentence, the rate of interest on any financing shall 
  be determined by treating interest to the extent of government 
  subsidies as not payable. 
  (4) Failure to fully repay 
    (A) In general 
      To the extent that the requirements of paragraph (2)(D) are 
    not met, then the taxpayer's tax under this chapter for the 
    taxable year in which such failure occurs shall be increased by 
    an amount equal to the applicable portion of the credit under 
    this section with respect to such building, increased by an 
    amount of interest for the period - 
        (i) beginning with the due date for the filing of the 
      return of tax imposed by chapter 1 for the 1st taxable year 
      for which such credit was allowable, and 
        (ii) ending with the due date for the taxable year in which 
      such failure occurs, 
    determined by using the underpayment rate and method under 
    section 6621. 
    (B) Applicable portion 
      For purposes of subparagraph (A), the term 'applicable 
    portion' means the aggregate decrease in the credits allowed to 
    a taxpayer under section 38 for all prior taxable years which 
    would have resulted if the eligible basis of the building were 
    reduced by the amount of financing which does not meet 
    requirements of paragraph (2)(D). 
    (C) Certain rules to apply 
      Rules similar to the rules of subparagraphs (A) and (D) of 
    subsection (j)(4) shall apply for purposes of this subsection. 
(l) Certifications and other reports to Secretary 
  (1) Certification with respect to 1st year of credit period 
    Following the close of the 1st taxable year in the credit 
  period with respect to any qualified low-income building, the 
  taxpayer shall certify to the Secretary (at such time and in such 
  form and in such manner as the Secretary prescribes) - 
      (A) the taxable year, and calendar year, in which such 
    building was placed in service, 
      (B) the adjusted basis and eligible basis of such building as 
    of the close of the 1st year of the credit period, 
      (C) the maximum applicable percentage and qualified basis 
    permitted to be taken into account by the appropriate housing 
    credit agency under subsection (h), 
      (D) the election made under subsection (g) with respect to 
    the qualified low-income housing project of which such building 
    is a part, and 
      (E) such other information as the Secretary may require. 
  In the case of a failure to make the certification required by 
  the preceding sentence on the date prescribed therefor, unless it 
  is shown that such failure is due to reasonable cause and not to 
  willful neglect, no credit shall be allowable by reason of 
  subsection (a) with respect to such building for any taxable year 
  ending before such certification is made. 
  (2) Annual reports to the Secretary 



    The Secretary may require taxpayers to submit an information 
  return (at such time and in such form and manner as the Secretary 
  prescribes) for each taxable year setting forth - 
      (A) the qualified basis for the taxable year of each 
    qualified low-income building of the taxpayer, 
      (B) the information described in paragraph (1)(C) for the 
    taxable year, and 
      (C) such other information as the Secretary may require. 
  The penalty under section 6652(j) shall apply to any failure to 
  submit the return required by the Secretary under the preceding 
  sentence on the date prescribed therefor. 
  (3) Annual reports from housing credit agencies 
    Each agency which allocates any housing credit amount to any 
  building for any calendar year shall submit to the Secretary (at 
  such time and in such manner as the Secretary shall prescribe) an 
  annual report specifying - 
      (A) the amount of housing credit amount allocated to each 
    building for such year, 
      (B) sufficient information to identify each such building and 
    the taxpayer with respect thereto, and 
      (C) such other information as the Secretary may require. 
  The penalty under section 6652(j) shall apply to any failure to 
  submit the report required by the preceding sentence on the date 
  prescribed therefor. 
(m) Responsibilities of housing credit agencies 
  (1) Plans for allocation of credit among projects 
    (A) In general 
      Notwithstanding any other provision of this section, the 
    housing credit dollar amount with respect to any building shall 
    be zero unless - 
        (i) such amount was allocated pursuant to a qualified 
      allocation plan of the housing credit agency which is 
      approved by the governmental unit (in accordance with rules 
      similar to the rules of section 147(f)(2) (other than 
      subparagraph (B)(ii) thereof)) of which such agency is a 
      part, and 
        (ii) such agency notifies the chief executive officer (or 
      the equivalent) of the local jurisdiction within which the 
      building is located of such project and provides such 
      individual a reasonable opportunity to comment on the 
      project. 
    (B) Qualified allocation plan 
      For purposes of this paragraph, the term 'qualified 
    allocation plan' means any plan - 
        (i) which sets forth selection criteria to be used to 
      determine housing priorities of the housing credit agency 
      which are appropriate to local conditions, 
        (ii) which also gives preference in allocating housing 
      credit dollar amounts among selected projects to - 
          (I) projects serving the lowest income tenants, and 
          (II) projects obligated to serve qualified tenants for 
        the longest periods, and 
        (iii) which provides a procedure that the agency (or an 
      agent or other private contractor of such agency) will follow 
      in monitoring for noncompliance with the provisions of this 
      section and in notifying the Internal Revenue Service of such 
      noncompliance which such agency becomes aware of. 



    (C) Certain selection criteria must be used 
      The selection criteria set forth in a qualified allocation 
    plan must include 
        (i) project location, 
        (ii) housing needs characteristics, 
        (iii) project characteristics, 
        (iv) sponsor characteristics, 
        (v) participation of local tax-exempt organizations, 
        (vi) tenant populations with special housing needs, and 
        (vii) public housing waiting lists. 
    (D) Application to bond financed projects 
      Subsection (h)(4) shall not apply to any project unless the 
    project satisfies the requirements for allocation of a housing 
    credit dollar amount under the qualified allocation plan 
    applicable to the area in which the project is located. 
  (2) Credit allocated to building not to exceed amount necessary 
      to assure project feasibility 
    (A) In general 
      The housing credit dollar amount allocated to a project shall 
    not exceed the amount the housing credit agency determines is 
    necessary for the financial feasibility of the project and its 
    viability as a qualified low-income housing project throughout 
    the credit period. 
    (B) Agency evaluation 
      In making the determination under subparagraph (A), the 
    housing credit agency shall consider - 
        (i) the sources and uses of funds and the total financing 
      planned for the project, 
        (ii) any proceeds or receipts expected to be generated by 
      reason of tax benefits, and 
        (iii) the percentage of the housing credit dollar amount 
      used for project costs other than the cost of intermediaries. 
    Clause (iii) shall not be applied so as to impede the 
    development of projects in hard-to-develop areas.  Such a 
    determination shall not be construed to be a representation or 
    warranty as to the feasibility or viability of the project. 
    (C) Determination made when credit amount applied for and when 
        building placed in service 
      (i) In general 
        A determination under subparagraph (A) shall be made as of 
      each of the following times: 
          (I) The application for the housing credit dollar amount. 
          (II) The allocation of the housing credit dollar amount. 
          (III) The date the building is placed in service. 
      (ii) Certification as to amount of other subsidies 
        Prior to each determination under clause (i), the taxpayer 
      shall certify to the housing credit agency the full extent of 
      all Federal, State, and local subsidies which apply (or which 
      the taxpayer expects to apply) with respect to the building. 
    (D) Application to bond financed projects 
      Subsection (h)(4) shall not apply to any project unless the 
    governmental unit which issued the bonds (or on behalf of which 
    the bonds were issued) makes a determination under rules 
    similar to the rules of subparagraphs (A) and (B). 
(n) Regulations 
  The Secretary shall prescribe such regulations as may be 
necessary or appropriate to carry out the purposes of this section, 



including regulations - 
    (1) dealing with - 
      (A) projects which include more than 1 building or only a 
    portion of a building, 
      (B) buildings which are placed in service in portions, 
    (2) providing for the application of this section to short 
  taxable years, 
    (3) preventing the avoidance of the rules of this section, and 
    (4) providing the opportunity for housing credit agencies to 
  correct administrative errors and omissions with respect to 
  allocations and record keeping within a reasonable period after 
  their discovery, taking into account the availability of 
  regulations and other administrative guidance from the Secretary. 
(o) Termination 
  (1) In general 
    Except as provided in paragraph (2), for any calendar year 
  after 1991 - 
      (A) clause (i) of subsection (h)(3)(C) shall not apply, and 
      (B) subsection (h)(4) shall not apply to any building placed 
    in service after 1991. 
  (2) Exception for bond-financed buildings in progress 
    For purposes of paragraph (1)(B), a building shall be treated 
  as placed in service before 1992 if - 
      (A) the bonds with respect to such building are issued before 
    1992, 
      (B) the taxpayer's basis in the project (of which the 
    building is a part) as of December 31, 1991, is more than 10 
    percent of the taxpayer's reasonably expected basis in such 
    project as of December 31, 1993, and 
      (C) such building is placed in service before January 1, 
    1994. 
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(b)-(e)(2), (f)-(m), (n)(2)-(q), 7811(a), 7831(c), 
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Section 8 of the United States Housing Act of 1937, referred to in subsecs. (c)(2), 
(d)(6)(B)(i), and (g)(2)(B), is classified to section 1437f of Title 42, The Public Health 
and Welfare. Section 8(e)(2) of the Act was repealed by Pub. L. 101-625, title II, Sec. 
289(b)(1), Nov. 28, 1990, 104 Stat. 4128, effective Oct. 1, 1991, but to remain in effect 
with respect to single room occupancy dwellings as authorized by subchapter IV (Sec. 
11361 et seq.) of chapter 119 of Title 42. See section 12839(b) of Title 42.  

The Stewart B. McKinney Homeless Assistance Act of 1988, referred to in subsec. (c)(2), 
probably means the Stewart B. McKinney Homeless Assistance Act, Pub. L. 100-77, July 
22, 1987, 101 Stat. 482, as amended, which is classified principally to chapter 119 (Sec. 
11301 et seq.) of Title 42. For complete classification of this Act to the Code, see Short 
Title note set out under section 11301 of Title 42 and Tables.  

The date of the enactment of this sentence, referred to in subsec. (c)(2), is the date of the 
enactment of Pub. L. 101-508, which was approved Nov. 5, 1990.  

Section 201(a) of the Tax Reform Act of 1986, referred to in subsec. (c)(2)(B), is section 
201(a) of Pub. L. 99-514, which amended section 168 of this title generally.  

The date of the enactment of the Tax Reform Act of 1986, referred to in subsec. 
(d)(2)(D)(i)(I), (6)(B), is the date of enactment of Pub. L. 99-514, which was approved 
Oct. 22, 1986.  

The date of the enactment of the Revenue Reconciliation Act of 1990, referred to in 
subsec. (d)(2)(D)(i)(I), (5)(B), is the date of the enactment of Pub. L. 101-508, which was 
approved Nov. 5, 1990.  

Sections 221(d)(3) and 236 of the National Housing Act, referred to in subsec. 
(d)(6)(B)(ii), are classified to sections 1715l(d)(3) and 1715z-1, respectively, of Title 12, 
Banks and Banking.  

Sections 515 and 502(c) of the Housing Act of 1949, referred to in subsecs. (d)(6)(B)(iii), 
(C)(i) and (g)(2)(B)(iv), are classified to sections 1485 and 1472(c), respectively, of Title 
42, The Public Health and Welfare.  

The Emergency Low Income Housing Preservation Act of 1987, referred to in subsec. 
(d)(6)(C)(i), now the Low-Income Housing Preservation and Resident Homeownership 
Act of 1990, is title II of Pub. L. 100-242, Feb. 5, 1988, 101 Stat. 1877, as amended. 
Subtitle B of title II, which was formerly set out as a note under section 1715l of Title 12, 
Banks and Banking, and which amended section 1715z-6 of Title 12, was amended 
generally by Pub. L. 101-625 and is classified to chapter 42 (Sec. 4101 et seq.) of Title 
12. For complete classification of this Act to the Code, see Short Title note set out under 
section 4101 of Title 12 and Tables.  

Section 3 of the Federal Deposit Insurance Act, referred to in subsec. (d)(6)(D), is 
classified to section 1813 of Title 12.  



The date of the enactment of this subparagraph, referred to in subsec. (g)(2)(E), is the 
date of enactment of Pub. L. 100-647, which was approved Nov. 10, 1988.  

Sections 106, 107, and 108 of the Housing and Community Development Act of 1974 (as 
in effect on the date of the enactment of this sentence), referred to in subsec. (i)(2)(D), 
are classified to sections 5306, 5307, and 5308 of Title 42, The Public Health and 
Welfare, as in effect on the date of enactment of Pub. L. 101-239, which was approved 
Dec. 19, 1989.  

The date of the enactment of this clause, referred to in subsec. (i)(3)(B)(iii)(I), is date of 
enactment of Pub. L. 101-239, which was approved Dec. 19, 1989.  

The Social Security Act, referred to in subsec. (i)(3)(D)(i), is act Aug. 14, 1935, ch. 531, 
49 Stat. 620, as amended. Title IV of the Act is classified generally to subchapter IV 
(Sec. 601 et seq.) of chapter 7 of Title 42, The Public Health and Welfare. For complete 
classification of this Act to the Code, see section 1305 of Title 42 and Tables.  

The Job Training Partnership Act, referred to in subsec. (i)(3)(D)(ii), is Pub. L. 97-300, 
Oct. 13, 1982, 96 Stat. 1322, which is classified generally to chapter 19 (Sec. 1501 et 
seq.) of Title 29, Labor. For complete classification of this Act to the Code, see Short 
Title note set out under section 1501 of Title 29 and Tables.  

MISC2 
Prior Provisions 
A prior section 42, added Pub. L. 94-12, title II, Sec. 203(a), Mar. 29, 1975, 89 Stat. 29, 
and amended Pub. L. 94-164, Sec. 3(a)(1), Dec. 23, 1975, 89 Stat. 972; Pub. L. 94-455, 
title IV, Sec. 401(a)(2)(A), (B), title V, Sec. 503(b)(4), title XIX, Sec. 1906(b)(13)(A), 
Oct. 4, 1976, 90 Stat. 1555, 1562, 1834; Pub. L. 95-30, title I, Sec. 101(c), May 23, 1977, 
91 Stat. 132, which related to the general tax credit allowed to individuals in an amount 
equal to the greater of (1) 2% of taxable income not exceeding $9,000 or (2) $35 
multiplied by each exemption the taxpayer was entitled to, expired Dec. 31, 1978 
pursuant to the terms of: (1) Pub. L. 94-12, Sec. 209(a) as amended by Pub. L. 94-164, 
Sec. 2(e), set out as an Effective and Termination Dates of 1975 Amendment note under 
section 56 of this title; (2) Pub. L. 94-164, Sec. 3(b) as amended by Pub. L. 94-455, Sec. 
401(a)(1) and Pub. L. 95-30, Sec. 103(a); and (3) Pub. L. 94-455, Sec. 401(e), as 
amended by Pub. L. 95-30, Sec. 103(c) and Pub. L. 95-600, title I, Sec. 103(b), Nov. 6, 
1978, 92 Stat. 2771, set out as an Effective and Termination Dates of 1976 Amendment 
note under section 32 of this title.  

Another prior section 42 was renumbered section 35 of this title.  

Amendments 



  1990 - Subsec. (b)(1). Pub. L. 101-508, Sec. 11701(a)(1)(B), 
struck out at end 'A building shall not be treated as described in 
subparagraph (B) if, at any time during the credit period, moderate 
rehabilitation assistance is provided with respect to such building 
under section 8(e)(2) of the United States Housing Act of 1937.' 
  Subsec. (c)(2). Pub. L. 101-508, Sec. 11701(a)(1)(A), inserted at 
end 'Such term does not include any building with respect to which 
moderate rehabilitation assistance is provided, at any time during 
the compliance period, under section 8(e)(2) of the United States 
Housing Act of 1937.' 
  Pub. L. 101-508, Sec. 11407(b)(5)(A), inserted before period at 
end of last sentence '(other than assistance under the Stewart B. 
McKinney Homeless Assistance Act of 1988 (as in effect on the date 
of the enactment of this sentence))'. 
  Subsec. (d)(2)(D)(i)(I). Pub. L. 101-508, Sec. 11812(b)(3), 
inserted '(as in effect on the day before the date of the enactment 
of the Revenue Reconciliation Act of 1990)' after 'section 167(k).' 
  Subsec. (d)(2)(D)(ii)(V). Pub. L. 101-508, Sec. 11407(b)(8), 
added subcl. (V). 
  Subsec. (d)(5)(B). Pub. L. 101-508, Sec. 11812(b)(3), inserted 
'(as in effect on the day before the date of the enactment of the 
Revenue Reconciliation Act of 1990)' after 'section 167(k).' 
  Subsec. (d)(5)(C)(ii)(I). Pub. L. 101-508, Sec. 11407(b)(4), 
inserted at end 'If the Secretary of Housing and Urban Development 
determines that sufficient data for any period are not available to 
apply this clause on the basis of census tracts, such Secretary 
shall apply this clause for such period on the basis of enumeration 
districts.' 
  Pub. L. 101-508, Sec. 11701(a)(2)(B), inserted before period at 
end 'for such year'. 
  Pub. L. 101-508, Sec. 11701(a)(2)(A), which directed the 
insertion of 'which is designated by the Secretary of Housing and 
Urban Development and, for the most recent year for which census 
data are available on household income in such tract,' after 
'census tract', was executed by making the insertion after 'any 
census tract' to reflect the probable intent of Congress. 
  Subsec. (g)(2)(B)(iv). Pub. L. 101-508, Sec. 11407(b)(3), added 
cl. (iv). 
  Subsec. (g)(2)(D)(i). Pub. L. 101-508, Sec. 11701(a)(3)(A), 
inserted before period at end 'and such unit continues to be 
rent-restricted'. 
  Subsec. (g)(2)(D)(ii). Pub. L. 101-508, Sec. 11701(a)(4), 
inserted at end 'In the case of a project described in section 
142(d)(4)(B), the preceding sentence shall be applied by 
substituting '170 percent' for '140 percent' and by substituting 
'any low-income unit in the building is occupied by a new resident 
whose income exceeds 40 percent of area median gross income' for 
'any residential unit in the building (of a size comparable to, or 
smaller than, such unit) is occupied by a new resident whose income 
exceeds such income limitation'.' 
  Subsec. (g)(3)(A). Pub. L. 101-508, Sec. 11701(a)(5)(A), 
substituted 'the 1st year of the credit period for such building' 
for 'the 12-month period beginning on the date the building is 
placed in service'. 
  Subsec. (h)(3)(C). Pub. L. 101-508, Sec. 11701(a)(6)(A), 
substituted 'the sum of the amounts described in clauses (i) and 
(iii)' for 'the amount described in clause (i)' in second sentence. 



  Subsec. (h)(3)(D)(ii)(II). Pub. L. 101-508, Sec. 11701(a)(6)(B), 
substituted 'the sum of the amounts described in clauses (i) and 
(iii)' for 'the amount described in clause (i)'. 
  Subsec. (h)(5)(B). Pub. L. 101-508, Sec. 11407(b)(9)(A), inserted 
'own an interest in the project (directly or through a partnership) 
and' after 'nonprofit organization is to'. 
  Subsec. (h)(5)(C)(i) to (iii). Pub. L. 101-508, Sec. 
11407(b)(9)(B), added cl. (ii) and redesignated former cl. (ii) as 
(iii). 
  Subsec. (h)(5)(D)(i). Pub. L. 101-508, Sec. 11407(b)(9)(C), 
inserted 'ownership and' before 'material participation'. 
  Subsec. (h)(6)(B)(i). Pub. L. 101-508, Sec. 11701(a)(7)(A), 
inserted before comma at end 'and which prohibits the actions 
described in subclauses (I) and (II) of subparagraph (E)(ii)'. 
  Subsec. (h)(6)(B)(ii). Pub. L. 101-508, Sec. 11701(a)(7)(B), 
substituted 'requirement and prohibitions' for 'requirement'. 
  Subsec. (h)(6)(B)(iii) to (v). Pub. L. 101-508, Sec. 
11701(a)(8)(A), added cl. (iii) and redesignated former cls. (iii) 
and (iv) as (iv) and (v), respectively. 
  Subsec. (h)(6)(E)(i)(I). Pub. L. 101-508, Sec. 11701(a)(9), 
inserted before comma 'unless the Secretary determines that such 
acquisition is part of an arrangement with the taxpayer a purpose 
of which is to terminate such period'. 
  Subsec. (h)(6)(E)(ii)(II). Pub. L. 101-508, Sec. 11701(a)(8)(C), 
inserted before period at end 'not otherwise permitted under this 
section'. 
  Subsec. (h)(6)(F). Pub. L. 101-508, Sec. 11701(a)(8)(D), inserted 
'the nonlow-income portion of the building for fair market value 
and' before 'the low-income portion' in introductory provisions. 
  Subsec. (h)(6)(J) to (L). Pub. L. 101-508, Sec. 11701(a)(8)(B), 
redesignated subpars. (K) and (L) as (J) and (K), respectively, and 
struck out former subpar. (J) which related to sales of less than 
the low-income portions of a building. 
  Subsec. (i)(3)(D). Pub. L. 101-508, Sec. 11407(b)(6), substituted 
'Certain students' for 'Students in government-supported job 
training programs' in heading and amended text generally.  Prior to 
amendment, text read as follows: 'A unit shall not fail to be 
treated as a low-income unit merely because it is occupied by an 
individual who is enrolled in a job training program receiving 
assistance under the Job Training Partnership Act or under other 
similar Federal, State, or local laws.' 
  Subsec. (i)(7). Pub. L. 101-508, Sec. 11701(a)(10), redesignated 
par. (8) as (7). 
  Subsec. (i)(7)(A). Pub. L. 101-508, Sec. 11407(b)(1), substituted 
'the tenants (in cooperative form or otherwise) or resident 
management corporation of such building or by a qualified nonprofit 
organization (as defined in subsection (h)(5)(C)) or government 
agency' for 'the tenants of such building'. 
  Subsec. (i)(8). Pub. L. 101-508, Sec. 11701(a)(10), redesignated 
par. (8) as (7). 
  Subsec. (k)(1). Pub. L. 101-508, Sec. 11813(b)(3)(A), substituted 
'49(a)(1)' for '46(c)(8)', '49(a)(2)' for '46(c)(9)', and 
'49(b)(1)' for '47(d)(1)'. 
  Subsec. (k)(2)(A)(ii), (D). Pub. L. 101-508, Sec. 11813(b)(3)(B), 
substituted '49(a)(1)(D)(iv)(II)' for '46(c)(8)(D)(iv)(II)'. 
  Subsec. (m)(1)(B)(ii) to (iv). Pub. L. 101-508, Sec. 
11407(b)(7)(B), redesignated cls. (iii) and (iv) as (ii) and (iii), 



respectively, and struck out former cl. (ii) which read as follows: 
'which gives the highest priority to those projects as to which the 
highest percentage of the housing credit dollar amount is to be 
used for project costs other than the cost of intermediaries unless 
granting such priority would impede the development of projects in 
hard-to-develop areas,'. 
  Pub. L. 101-508, Sec. 11407(b)(2), amended cl. (iv) generally. 
Prior to amendment, cl. (iv) read as follows: 'which provides a 
procedure that the agency will follow in notifying the Internal 
Revenue Service of noncompliance with the provisions of this 
section which such agency becomes aware of.' 
  Subsec. (m)(2)(B). Pub. L. 101-508, Sec. 11407(b)(7)(A), added 
cl. (iii) and inserted provision that cl. (iii) not be applied so 
as to impede the development of projects in hard-to-develop areas. 
  Subsec. (o)(1). Pub. L. 101-508, Sec. 11407(a)(1)(A), substituted 
'1991' for '1990' wherever appearing. 
  Subsec. (o)(2). Pub. L. 101-508, Sec. 11407(a)(1)(B), added par. 
(2) and struck out former par. (2) which read as follows: 'For 
purposes of paragraph (1)(B), a building shall be treated as placed 
in service before 1990 if - 
    '(A) the bonds with respect to such building are issued before 
  1990, 
    '(B) such building is constructed, reconstructed, or 
  rehabilitated by the taxpayer, 
    '(C) more than 10 percent of the reasonably anticipated cost of 
  such construction, reconstruction, or rehabilitation has been 
  incurred as of January 1, 1990, and some of such cost is incurred 
  on or after such date, and 
    '(D) such building is placed in service before January 1, 
  1992.' 
  1989 - Subsec. (b)(1). Pub. L. 101-239, Sec. 7108(h)(5), inserted 
at end 'A building shall not be treated as described in 
subparagraph (B) if, at any time during the credit period, moderate 
rehabilitation assistance is provided with respect to such building 
under section 8(e)(2) of the United States Housing Act of 1937.' 
  Subsec. (b)(3)(C). Pub. L. 101-239, Sec. 7108(c)(2), which 
directed amendment of subpar. (C) by substituting 'subsection 
(h)(7)' for 'subsection (h)(6))', was executed by substituting 
'subsection (h)(7)' for 'subsection (h)(6)', as the probable intent 
of Congress. 
  Subsec. (c)(1)(E). Pub. L. 101-239, Sec. 7108(i)(2), added 
subpar. (E). 
  Subsec. (d)(1). Pub. L. 101-239, Sec. 7108(l)(1), inserted 'as of 
the close of the 1st taxable year of the credit period' before 
period at end. 
  Subsec. (d)(2)(A). Pub. L. 101-239, Sec. 7108(l)(2), substituted 
'subparagraph (B), its adjusted basis as of the close of the 1st 
taxable year of the credit period, and' for 'subparagraph (B), the 
sum of - 
    '(I) the portion of its adjusted basis attributable to its 
  acquisition cost, plus 
    '(II) amounts chargeable to capital account and incurred by the 
  taxpayer (before the close of the 1st taxable year of the credit 
  period for such building) for property (or additions or 
  improvements to property) of a character subject to the allowance 
  for depreciation, and'. 
  Subsec. (d)(2)(B)(iv). Pub. L. 101-239, Sec. 7108(d)(1), added 



cl. (iv). 
  Subsec. (d)(2)(C). Pub. L. 101-239, Sec. 7108(l)(3)(A), 
substituted 'Adjusted basis' for 'Acquisition cost' in heading and 
'adjusted basis' for 'cost' in text. 
  Subsec. (d)(5). Pub. L. 101-239, Sec. 7108(l)(3)(B), substituted 
'Special rules for determining eligible basis' for 'Eligible basis 
determined when building placed in service' in heading. 
  Subsec. (d)(5)(A). Pub. L. 101-239, Sec. 7108(l)(3)(B), 
redesignated subpar. (B) as (A) and struck out former subpar. (A) 
which read as follows: 'Except as provided in subparagraphs (B) and 
(C), the eligible basis of any building for the entire compliance 
period for such building shall be its eligible basis on the date 
such building is placed in service (increased, in the case of an 
existing building which meets the requirements of paragraph (2)(B), 
by the amounts described in paragraph (2)(A)(i)(II)).' 
  Subsec. (d)(5)(B). Pub. L. 101-239, Sec. 7108(l)(3)(B), 
redesignated subpar. (C) as (B). Former subpar. (B) redesignated 
(A). 
  Subsec. (d)(5)(C). Pub. L. 101-239, Sec. 7108(l)(3)(B), 
redesignated subpar. (D) as (C). Former subpar. (C) redesignated 
(B). 
  Pub. L. 101-239, Sec. 7811(a)(1), inserted 'section' before 
'167(k)' in heading. 
  Subsec. (d)(5)(D). Pub. L. 101-239, Sec. 7108(l)(3)(B), 
redesignated subpar. (D) as (C). 
  Pub. L. 101-239, Sec. 7108(g), added subpar. (D). 
  Subsec. (d)(6)(A)(i). Pub. L. 101-239, Sec. 7841(d)(13), 
substituted 'Farmers Home Administration' for 'Farmers' Home 
Administration'. 
  Subsec. (d)(6)(C) to (E). Pub. L. 101-239, Sec. 7108(f), added 
subpars. (C) and (D) and redesignated former subpar. (C) as (E). 
  Subsec. (d)(7)(A). Pub. L. 101-239, Sec. 7831(c)(6), inserted 
'(or interest therein)' after 'subparagraph (B)' in introductory 
provisions. 
  Subsec. (d)(7)(A)(ii). Pub. L. 101-239, Sec. 7841(d)(14), 
substituted 'under subsection (a)' for 'under sebsection (a)'. 
  Subsec. (e)(2)(A). Pub. L. 101-239, Sec. 7841(d)(15), substituted 
'to capital account' for 'to captial account'. 
  Subsec. (e)(3). Pub. L. 101-239, Sec. 7108(d)(3), substituted 
'Minimum expenditures to qualify' for 'Average of rehabilitation 
expenditures must be $2,000 or more' in heading, added subpars. (A) 
and (B), redesignated former subpar. (B) as (C), and struck out 
former subpar. (A) which read as follows: 'Paragraph (1) shall 
apply to rehabilitation expenditures with respect to any building 
only if the qualified basis attributable to such expenditures 
incurred during any 24-month period, when divided by the low-income 
units in the building, is $2,000 or more.' 
  Subsec. (e)(5). Pub. L. 101-239, Sec. 7108(l)(3)(C), substituted 
'subsection (d)(2)(A)(i)' for 'subsection (d)(2)(A)(i)(II)'. 
  Subsec. (f)(4). Pub. L. 101-239, Sec. 7831(c)(4), added par. (4). 
  Subsec. (f)(5). Pub. L. 101-239, Sec. 7108(d)(2), added par. (5). 
  Subsec. (g)(2)(A). Pub. L. 101-239, Sec. 7108(e)(2), inserted at 
end 'For purposes of the preceding sentence, the amount of the 
income limitation under paragraph (1) applicable for any period 
shall not be less than such limitation applicable for the earliest 
period the building (which contains the unit) was included in the 
determination of whether the project is a qualified low-income 



housing project.' 
  Pub. L. 101-239, Sec. 7108(e)(1)(B), substituted 'the imputed 
income limitation applicable to such unit' for 'the income 
limitation under paragraph (1) applicable to individuals occupying 
such unit'. 
  Subsec. (g)(2)(B). Pub. L. 101-239, Sec. 7108(h)(2), added cl. 
(iii) and concluding provisions which defined 'supportive service'. 
  Subsec. (g)(2)(C) to (E). Pub. L. 101-239, Sec. 7108(e)(1)(A), 
added subpars. (C) and (D) and redesignated former subpar. (C) as 
(E). 
  Subsec. (g)(3)(D). Pub. L. 101-239, Sec. 7108(m)(3), added 
subpar. (D). 
  Subsec. (g)(4). Pub. L. 101-239, Sec. 7108(n)(2), struck out 
'(other than section 142(d)(4)(B)(iii))' after 'in applying such 
provisions'. 
  Subsec. (g)(7). Pub. L. 101-239, Sec. 7108(h)(3), added par. (7). 
  Subsec. (h)(1)(B). Pub. L. 101-239, Sec. 7108(m)(2), substituted 
'(E), or (F)' for 'or (E)'. 
  Subsec. (h)(1)(F). Pub. L. 101-239, Sec. 7108(m)(1), added 
subpar. (F). 
  Subsec. (h)(3)(C) to (G). Pub. L. 101-239, Sec. 7108(b)(1), added 
subpars. (C) and (D), redesignated former subpars. (D) to (F) as 
(E) to (G), respectively, and struck out former subpar. (C) which 
read as follows: 'The State housing credit ceiling applicable to 
any State for any calendar year shall be an amount equal to $1.25 
multiplied by the State population.' 
  Subsec. (h)(4)(B). Pub. L. 101-239, Sec. 7108(j), substituted '50 
percent' for '70 percent' in heading and in text. 
  Subsec. (h)(5)(D)(ii). Pub. L. 101-239, Sec. 7811(a)(2), 
substituted 'clause (i)' for 'clause (ii)'. 
  Subsec. (h)(5)(E). Pub. L. 101-239, Sec. 7108(b)(2)(A), 
substituted 'subparagraph (F)' for 'subparagraph (E)'. 
  Subsec. (h)(6). Pub. L. 101-239, Sec. 7108(c)(1), added par. (6). 
Former par. (6) redesignated (7). 
  Subsec. (h)(6)(B) to (E). Pub. L. 101-239, Sec. 7108(b)(2)(B), 
redesignated subpars. (C) to (E) as (B) to (D), respectively, and 
struck out former subpar. (B) which provided that the housing 
credit dollar amount could not be carried over to any other 
calendar year. 
  Subsec. (h)(7), (8). Pub. L. 101-239, Sec. 7108(c)(1), 
redesignated pars. (6) and (7) as (7) and (8), respectively. 
  Subsec. (i)(2)(D). Pub. L. 101-239, Sec. 7108(k), inserted at end 
'Such term shall not include any loan which would be a below market 
Federal loan solely by reason of assistance provided under section 
106, 107, or 108 of the Housing and Community Development Act of 
1974 (as in effect on the date of the enactment of this sentence).' 
  Subsec. (i)(3)(B). Pub. L. 101-239, Sec. 7108(i)(1), amended 
subpar. (B) generally.  Prior to amendment, subpar. (B) read as 
follows: 'A unit shall not be treated as a low-income unit unless 
the unit is suitable for occupancy (as determined under regulations 
prescribed by the Secretary taking into account local health, 
safety, and building codes) and used other than on a transient 
basis.  For purposes of the preceding sentence, a single-room 
occupancy unit shall not be treated as used on a transient basis 
merely because it is rented on a month-by-month basis.' 
  Pub. L. 101-239, Sec. 7831(c)(1), inserted '(as determined under 
regulations prescribed by the Secretary taking into account local 



health, safety, and building codes)' after 'suitable for 
occupancy'. 
  Pub. L. 101-239, Sec. 7108(h)(1), inserted at end 'For purposes 
of the preceding sentence, a single-room occupancy unit shall not 
be treated as used on a transient basis merely because it is rented 
on a month-by-month basis.' 
  Subsec. (i)(3)(D). Pub. L. 101-239, Sec. 7831(c)(2), added 
subpar. (D). 
  Subsec. (i)(3)(E). Pub. L. 101-239, Sec. 7108(h)(4), added 
subpar. (E). 
  Subsec. (i)(6). Pub. L. 101-239, Sec. 7831(c)(3), added par. (6). 
  Subsec. (i)(8). Pub. L. 101-239, Sec. 7108(q), added par. (8). 
  Subsec. (k)(2)(D). Pub. L. 101-239, Sec. 7108(o), added provision 
at end relating to the applicability of cl. (ii) to qualified 
nonprofit organizations not described in section 
46(c)(8)(D)(iv)(II) with respect to a building. 
  Subsec. (l)(1). Pub. L. 101-239, Sec. 7108(p), in introductory 
provisions, substituted 'Following' for 'Not later than the 90th 
day following' and inserted 'at such time and' before 'in such 
form'. 
  Subsec. (m). Pub. L. 101-239, Sec. 7108(o), added subsec. (m). 
Former subsec. (m) redesignated (n). 
  Subsec. (m)(4). Pub. L. 101-239, Sec. 7831(c)(5), added par. (4). 
  Subsec. (n). Pub. L. 101-239, Sec. 7108(o), redesignated subsec. 
(m) as (n). Former subsec. (n) redesignated (o). 
  Pub. L. 101-239, Sec. 7108(a)(1), amended subsec. (n) generally. 
Prior to amendment, subsec. (n) read as follows: 'The State housing 
credit ceiling under subsection (h) shall be zero for any calendar 
year after 1989 and subsection (h)(4) shall not apply to any 
building placed in service after 1989.' 
  Subsec. (o). Pub. L. 101-239, Sec. 7108(o), redesignated subsec. 
(n) as (o). 
  1988 - Subsec. (b)(2)(A). Pub. L. 100-647, Sec. 1002(l)(1)(A), 
substituted 'for the earlier of - ' for 'for the month in which 
such building is placed in service' and added cls. (i) and (ii) and 
concluding provisions. 
  Subsec. (b)(2)(C)(ii). Pub. L. 100-647, Sec. 1002(l)(1)(B), 
substituted 'the month applicable under clause (i) or (ii) of 
subparagraph (A)' for 'the month in which the building was placed 
in service'. 
  Subsec. (b)(3). Pub. L. 100-647, Sec. 1002(l)(9)(B), amended par. 
(3) generally.  Prior to amendment, par. (3) read as follows: 'For 
treatment of certain rehabilitation expenditures as separate new 
buildings, see subsection (e).' 
  Subsec. (c)(2)(A). Pub. L. 100-647, Sec. 1002(l)(2)(A), amended 
subpar. (A) generally.  Prior to amendment, subpar. (A) read as 
follows: 'which at all times during the compliance period with 
respect to such building is part of a qualified low-income housing 
project, and'. 
  Subsec. (d)(2)(D)(ii). Pub. L. 100-647, Sec. 1002(l)(3), 
substituted 'Special rules for certain transfers' for 'Special rule 
for nontaxable exchanges' in heading and amended text generally. 
Prior to amendment, text read as follows: 'For purposes of 
determining under subparagraph (B)(ii) when a building was last 
placed in service, there shall not be taken into account any 
placement in service in connection with the acquisition of the 
building in a transaction in which the basis of the building in the 



hands of the person acquiring it is determined in whole or in part 
by reference to the adjusted basis of such building in the hands of 
the person from whom aquired.' 
  Subsec. (d)(3). Pub. L. 100-647, Sec. 1002(l)(4), amended par. 
(3) generally.  Prior to amendment, par. (3) read as follows: 'The 
eligible basis of any building shall be reduced by an amount equal 
to the portion of the adjusted basis of the building which is 
attributable to residential rental units in the building which are 
not low-income units and which are above the average quality 
standard of the low-income units in the building.' 
  Subsec. (d)(5)(A). Pub. L. 100-647, Sec. 1002(l)(6)(B), 
substituted 'subparagraphs (B) and (C)' for 'subparagraph (B)'. 
  Pub. L. 100-647, Sec. 1002(l)(5), inserted '(increased, in the 
case of an existing building which meets the requirements of 
paragraph (2)(B), by the amounts described in paragraph 
(2)(A)(i)(II))' before period at end. 
  Subsec. (d)(5)(C). Pub. L. 100-647, Sec. 1002(l)(6)(A), added 
subpar. (C). 
  Subsec. (d)(6)(A)(iii). Pub. L. 100-647, Sec. 1002(l)(7), struck 
out cl. (iii) which related to other circumstances of financial 
distress. 
  Subsec. (d)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(l)(8), struck 
out 'of 1934' after 'Act'. 
  Subsec. (f)(1). Pub. L. 100-647, Sec. 1002(l)(2)(B), substituted 
'beginning with - ' for 'beginning with' and subpars. (A) and (B) 
and concluding provisions for 'the taxable year in which the 
building is placed in service or, at the election of the taxpayer, 
the succeeding taxable year.  Such an election, once made, shall be 
irrevocable.' 
  Subsec. (f)(3). Pub. L. 100-647, Sec. 1002(l)(9)(A), amended par. 
(3) generally.  Prior to amendment, par. (3) 'Special rule where 
increase in qualified basis after 1st year of credit period' read 
as follows: 
  '(A) Credit increased. - If - 
    '(i) as of the close of any taxable year in the compliance 
  period (after the 1st year of the credit period) the qualified 
  basis of any building exceeds 
    '(ii) the qualified basis of such building as of the close of 
  the 1st year of the credit period, 
the credit allowable under subsection (a) for the taxable year 
(determined without regard to this paragraph) shall be increased by 
an amount equal to the product of such excess and the percentage 
equal to 2/3 of the applicable percentage for such building. 
  '(B) 1st year computation applies. - A rule similar to the rule 
of paragraph (2)(A) shall apply to the additional credit allowable 
by reason of this paragraph for the 1st year in which such 
additional credit is allowable.' 
  Subsec. (g)(2)(B)(i). Pub. L. 100-647, Sec. 1002(l)(10), struck 
out 'Federal' after 'comparable'. 
  Subsec. (g)(2)(C). Pub. L. 100-647, Sec. 1002(l)(11), added 
subpar. (C). 
  Subsec. (g)(3). Pub. L. 100-647, Sec. 1002(l)(12), amended par. 
(3) generally, substituting subpars. (A) to (C) for former subpars. 
(A) and (B). 
  Subsec. (g)(4). Pub. L. 100-647, Sec. 1002(l)(13), inserted '; 
except that, in applying such provisions (other than section 
142(d)(4)(B)(iii)) for such purposes, the term 'gross rent' shall 



have the meaning given such term by paragraph (2)(B) of this 
subsection' before period at end. 
  Subsec. (g)(6). Pub. L. 100-647, Sec. 1002(l)(32), added par. 
(6). 
  Subsec. (h)(1). Pub. L. 100-647, Sec. 1002(l)(14)(A), amended 
par. (1) generally.  Prior to amendment, par. (1) read as follows: 
'No credit shall be allowed by reason of this section for any 
taxable year with respect to any building in excess of the housing 
credit dollar amount allocated to such building under this 
subsection.  An allocation shall be taken into account under the 
preceding sentence only if it occurs not later than the earlier of 
- 
    '(A) the 60th day after the close of the taxable year, or 
    '(B) the close of the calendar year in which such taxable year 
  ends.' 
  Subsec. (h)(1)(B). Pub. L. 100-647, Sec. 4003(b)(1), substituted 
'(C), (D), or (E)' for '(C) or (D)'. 
  Subsec. (h)(1)(E). Pub. L. 100-647, Sec. 4003(a), added subpar. 
(E). 
  Subsec. (h)(4)(A). Pub. L. 100-647, Sec. 1002(l)(15), substituted 
'if - ' for 'and which is taken into account under section 146' and 
added cls. (i) and (ii). 
  Subsec. (h)(5)(D), (E). Pub. L. 100-647, Sec. 1002(l)(16), added 
subpar. (D) and redesignated former subpar. (D) as (E). 
  Subsec. (h)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(l)(14)(B), 
struck out cl. (ii) which read as follows: 
  '(ii) Allocation may not be earlier than year in which building 
placed in service. - A housing credit agency may allocate its 
housing credit dollar amount for any calendar year only to 
buildings placed in service before the close of such calendar 
year.' 
  Subsec. (h)(6)(D). Pub. L. 100-647, Sec. 1002(l)(17), amended 
subpar. (D) generally.  Prior to amendment, subpar. (D) 'Credit 
allowable determined without regard to averaging convention, etc.' 
read as follows: 'For purposes of this subsection, the credit 
allowable under subsection (a) with respect to any building shall 
be determined - 
    '(i) without regard to paragraphs (2)(A) and (3)(B) of 
  subsection (f), and 
    '(ii) by applying subsection (f)(3)(A) without regard to 'the 
  percentage equal to 2/3 of'.' 
  Subsec. (h)(6)(E). Pub. L. 100-647, Sec. 1002(l)(18), added 
subpar. (E). 
  Subsec. (i)(2)(A). Pub. L. 100-647, Sec. 1002(l)(19)(A), inserted 
'or any prior taxable year' after 'such taxable year' and 
substituted 'is or was outstanding' for 'is outstanding' and 'are 
or were used' for 'are used'. 
  Subsec. (i)(2)(B). Pub. L. 100-647, Sec. 1002(l)(19)(B), 
substituted 'balance of loan or proceeds of obligations' for 
'outstanding balance of loan' in heading and amended text 
generally.  Prior to amendment, text read as follows: 'A loan shall 
not be taken into account under subparagraph (A) if the taxpayer 
elects to exclude an amount equal to the outstanding balance of 
such loan from the eligible basis of the building for purposes of 
subsection (d).' 
  Subsec. (i)(2)(C). Pub. L. 100-647, Sec. 1002(l)(19)(C), added 
subpar. (C). Former subpar. (C) redesignated (D). 



  Subsec. (i)(2)(D). Pub. L. 100-647, Sec. 1002(l)(19)(C), (D), 
redesignated former subpar. (C) as (D) and substituted 'this 
paragraph' for 'subparagraph (A)'. 
  Subsec. (j)(4)(D). Pub. L. 100-647, Sec. 1007(g)(3)(B), 
substituted 'D, or G' for 'or D'. 
  Subsec. (j)(4)(F). Pub. L. 100-647, Sec. 1002(l)(20), added 
subpar. (F). 
  Subsec. (j)(5)(B). Pub. L. 100-647, Sec. 4004(a), amended subpar. 
(B) generally.  Prior to amendment, subpar. (B) read as follows: 
'This paragraph shall apply to any partnership - 
    '(i) more than 1/2 the capital interests, and more than 1/2 the 
  profit interests, in which are owned by a group of 35 or more 
  partners each of whom is a natural person or an estate, and 
    '(ii) which elects the application of this paragraph.' 
  Subsec. (j)(5)(B)(i). Pub. L. 100-647, Sec. 1002(l)(21), amended 
cl. (i) generally.  Prior to amendment, cl. (i) read as follows: 
'which has 35 or more partners each of whom is a natural person or 
an estate, and'. 
  Subsec. (j)(6). Pub. L. 100-647, Sec. 1002(l)(22), inserted '(or 
interest therein)' after 'disposition of building' in heading, and 
in text inserted 'or an interest therein' after 'of a building'. 
  Subsec. (k)(2)(B). Pub. L. 100-647, Sec. 1002(l)(23), inserted 
before period at end ', except that this subparagraph shall not 
apply in the case of a federally assisted building described in 
subsection (d)(6)(B) if - ' and cls. (i) and (ii). 
  Subsec. (l). Pub. L. 100-647, Sec. 1002(l)(24)(B), substituted 
'Certifications and other reports to Secretary' for 'Certifications 
to Secretary' in heading. 
  Subsec. (l)(2), (3). Pub. L. 100-647, Sec. 1002(l)(24)(A), added 
par. (2) and redesignated former par. (2) as (3). 
  Subsec. (n). Pub. L. 100-647, Sec. 4003(b)(3), amended subsec. 
(n) generally, substituting a single par. for former pars. (1) and 
(2). 
  Subsec. (n)(1). Pub. L. 100-647, Sec. 1002(l)(25), inserted ', 
and, except for any building described in paragraph (2)(B), 
subsection (h)(4) shall not apply to any building placed in service 
after 1989' after 'year after 1989'. 
  1986 - Subsec. (k)(1). Pub. L. 99-509 substituted 'subparagraphs 
(D)(ii)(II) and (D)(iv)(I)' for 'subparagraph (D)(iv)(I)'. 

Effective Date Of 1990 Amendment 
  Section 11407(a)(3) of Pub. L. 101-508 provided that: 'The 
amendments made by this subsection (amending this section and 
repealing provisions set out below) shall apply to calendar years 
after 1989.' 
  Section 11407(b)(10) of Pub. L. 101-508 provided that: 
  '(A) In general. - Except as otherwise provided in this 
paragraph, the amendments made by this subsection (amending this 
section) shall apply to - 
    '(i) determinations under section 42 of the Internal Revenue 
  Code of 1986 with respect to housing credit dollar amounts 
  allocated from State housing credit ceilings for calendar years 
  after 1990, or 
    '(ii) buildings placed in service after December 31, 1990, to 



  the extent paragraph (1) of section 42(h) of such Code does not 
  apply to any building by reason of paragraph (4) thereof, but 
  only with respect to bonds issued after such date. 
  '(B) Tenant rights, etc. - The amendments made by paragraphs (1), 
(6), (8), and (9) (amending this section) shall take effect on the 
date of the enactment of this Act (Nov. 5, 1990). 
  '(C) Monitoring. - The amendment made by paragraph (2) (amending 
this section) shall take effect on January 1, 1992, and shall apply 
to buildings placed in service before, on, or after such date. 
  '(D) Study. - The Inspector General of the Department of Housing 
and Urban Development and the Secretary of the Treasury shall 
jointly conduct a study of the effectiveness of the amendment made 
by paragraph (5) (amending this section) in carrying out the 
purposes of section 42 of the Internal Revenue Code of 1986. The 
report of such study shall be submitted not later than January 1, 
1993, to the Committee on Ways and Means of the House of 
Representatives and the Committee on Finance of the Senate.' 
  Section 11701(a)(3)(B) of Pub. L. 101-508 provided that: 'In the 
case of a building to which (but for this subparagraph) the 
amendment made by subparagraph (A) (amending this section) does not 
apply, such amendment shall apply to - 
    '(i) determinations of qualified basis for taxable years 
  beginning after the date of the enactment of this Act (Nov. 5, 
  1990), and 
    '(ii) determinations of qualified basis for taxable years 
  beginning on or before such date except that determinations for 
  such taxable years shall be made without regard to any reduction 
  in gross rent after August 3, 1990, for any period before August 
  4, 1990.' 
  Section 11701(n) of Pub. L. 101-508 provided that: 'Except as 
otherwise provided in this section, any amendment made by this 
section (amending this section and sections 148, 163, 172, 403, 
1031, 1253, 2056, 4682, 4975, 4978B and 6038 of this title, and 
provisions set out as notes under this section and section 2040 of 
this title) shall take effect as if included in the provision of 
the Revenue Reconciliation Act of 1989 (Pub. L. 101-239, title VII) 
to which such amendment relates.' 
  Section 11812(c) of Pub. L. 101-508 provided that: 
  '(1) In general. - Except as provided in paragraph (2), the 
amendments made by this section (amending this section and sections 
56, 167, 168, 312, 381, 404, 460, 642, 1016, 1250, and 7701 of this 
title) shall apply to property placed in service after the date of 
the enactment of this Act (Nov. 5, 1990). 
  '(2) Exception. - The amendments made by this section shall not 
apply to any property to which section 168 of the Internal Revenue 
Code of 1986 does not apply by reason of subsection (f)(5) thereof. 
  '(3) Exception for previously grandfather expenditures. - The 
amendments made by this section shall not apply to rehabilitation 
expenditures described in section 252(f)(5) of the Tax Reform Act 
of 1986 (Pub. L. 99-514) (as added by section 1002(l)(31) of the 
Technical and Miscellaneous Revenue Act of 1988 (see Transitional 
Rules note below)).' 
  Amendment by section 11813(b)(3) of Pub. L. 101-508 applicable to 
property placed in service after Dec. 31, 1990, but not applicable 
to any transition property (as defined in section 49(e) of this 
title), any property with respect to which qualified progress 
expenditures were previously taken into account under section 46(d) 



of this title, and any property described in section 46(b)(2)(C) of 
this title, as such sections were in effect on Nov. 4, 1990, see 
section 11813(c) of Pub. L. 101-508, set out as a note under 
section 29 of this title. 

Effective Date Of 1989 Amendment 
  Section 7108(r) of Pub. L. 101-239, as amended by Pub. L. 
101-508, title XI, Sec. 11701(a)(11), (12), Nov. 5, 1990, 104 Stat. 
1388-507, provided that: 
  '(1) In general. - Except as otherwise provided in this 
subsection, the amendments made by this section (amending this 
section and section 142 of this title) shall apply to 
determinations under section 42 of the Internal Revenue Code of 
1986 with respect to housing credit dollar amounts allocated from 
State housing credit ceilings for calendar years after 1989. 
  '(2) Buildings not subject to allocation limits. - Except as 
otherwise provided in this subsection, to the extent paragraph (1) 
of section 42(h) of such Code does not apply to any building by 
reason of paragraph (4) thereof, the amendments made by this 
section shall apply to buildings placed in service after December 
31, 1989 but only with respect to bonds issued after such date. 
  '(3) One-year carryover of unused credit authority, etc. - The 
amendments made by subsection (b) (amending this section) shall 
apply to calendar years after 1989, but clauses (ii), (iii), and 
(iv) of section 42(h)(3)(C) of such Code (as added by this section) 
shall be applied without regard to allocations for 1989 or any 
preceding year. 
  '(4) Additional buildings eligible for waiver of 10-year rule. - 
The amendments made by subsection (f) (amending this section) shall 
take effect on the date of the enactment of this Act (Dec. 19, 
1989). 
  '(5) Certifications with respect to 1st year of credit period. - 
The amendment made by subsection (p) (amending this section) shall 
apply to taxable years ending on or after December 31, 1989. 
  '(6) Certain rules which apply to bonds. - Paragraphs (1)(D) and 
(2)(D) of section 42(m) of such Code, as added by this section, 
shall apply to obligations issued after December 31, 1989. 
  '(7) Clarifications. - The amendments made by the following 
provisions of this section shall apply as if included in the 
amendments made by section 252 of the Tax Reform Act of 1986 (Pub. 
L. 99-514, enacting this section and amending sections 38 and 55 of 
this title): 
    '(A) Paragraph (1) of subsection (h) (relating to units rented 
  on a monthly basis) (amending this section). 
    '(B) Subsection (l) (relating to eligible basis for new 
  buildings to include expenditures before close of 1st year of 
  credit period) (amending this section). 
  '(8) Guidance on difficult development areas and posting of bond 
to avoid recapture. - Not later than 180 days after the date of the 
enactment of this Act (Dec. 19, 1989) - 
    '(A) the Secretary of Housing and Urban Development shall 
  publish initial guidance on the designation of difficult 
  development areas under section 42(d)(5)(C) of such Code, as 
  added by this section, and 



    '(B) the Secretary of the Treasury shall publish initial 
  guidance under section 42(j)(6) of such Code (relating to no 
  recapture on disposition of building (or interest therein) where 
  bond posted).' 
  Amendment by section 7811(a) of Pub. L. 101-239 effective, except 
as otherwise provided, as if included in the provision of the 
Technical and Miscellaneous Revenue Act of 1988, Pub. L. 100-647, 
to which such amendment relates, see section 7817 of Pub. L. 
101-239, set out as a note under section 1 of this title. 
  Amendment by section 7831(c) of Pub. L. 101-239 effective as if 
included in the provision of the Tax Reform Act of 1986, Pub. L. 
99-514, to which such amendment relates, see section 7831(g) of 
Pub. L. 101-239, set out as a note under section 1 of this title. 

Effective Date Of 1988 Amendment 
Amendment by sections 1002(l)(1)-(25), (32) and 1007(g)(3)(B) of Pub. L. 100-647 
effective, except as otherwise provided, as if included in the provision of the Tax Reform 
Act of 1986, Pub. L. 99-514, to which such amendment relates, see section 1019(a) of 
Pub. L. 100-647, set out as a note under section 1 of this title.  

Section 4003(c) of Pub. L. 100-647 provided that: 'The amendments made by this section 
(amending this section and provisions set out as a note under section 469 of this title) 
shall apply to amounts allocated in calendar years after 1987.'  

Section 4004(b) of Pub. L. 100-647 provided that:  

'(1) In general. - The amendment made by subsection (a) (amending this section) shall 
take effect as if included in the amendments made by section 252 of the Reform Act 
(section 252 of Pub. L. 99-514, enacting this section and amending sections 38 and 55 of 
this title).  

'(2) Period for election. - The period for electing not to have section 42(j)(5) of the 1986 
Code apply to any partnership shall not expire before the date which is 6 months after the 
date of the enactment of this Act (Nov. 10, 1988).'  

Effective Date Of 1986 Amendment 
Section 8072(b) of Pub. L. 99-509 provided that: 'The amendment made by subsection (a) 
(amending this section) shall take effect as if included in the amendment made by section 
252(a) of the Tax Reform Act of 1986 (enacting this section).'  

Effective Date 
Section 252(e) of Pub. L. 99-514 provided that:  



'(1) In general. - The amendments made by this section (enacting this section and 
amending sections 38 and 55 of this title) shall apply to buildings placed in service after 
December 31, 1986, in taxable years ending after such date.  

'(2) Special rule for rehabilitation expenditures. - Subsection (e) of section 42 of the 
Internal Revenue Code of 1986 (as added by this section) shall apply for purposes of 
paragraph (1).'  

Savings Provision 
For provisions that nothing in amendment by sections 11812(b)(3) and 11813(b)(3) of 
Pub. L. 101-508 be construed to affect treatment of certain transactions occurring, 
property acquired, or items of income, loss, deduction, or credit taken into account prior 
to Nov. 5, 1990, for purposes of determining liability for tax for periods ending after 
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set out as a note under section 29 
of this title.  

Election To Accelerate Credit Into 1990 
Section 11407(c) of Pub. L. 101-508 provided that:  

'(1) In general. - At the election of an individual, the credit determined under section 42 
of the Internal Revenue Code of 1986 for the taxpayer's first taxable year ending on or 
after October 25, 1990, shall be 150 percent of the amount which would (but for this 
paragraph) be so allowable with respect to investments held by such individual on or 
before October 25, 1990.  

'(2) Reduction in aggregate credit to reflect increased 1990 credit. - The aggregate credit 
allowable to any person under section 42 of such Code with respect to any investment for 
taxable years after the first taxable year referred to in paragraph (1) shall be reduced on a 
pro rata basis by the amount of the increased credit allowable by reason of paragraph (1) 
with respect to such first taxable year. The preceding sentence shall not be construed to 
affect whether any taxable year is part of the credit, compliance, or extended use periods.  

(3) Election. - The election under paragraph (1) shall be made at the time and in the 
manner prescribed by the Secretary of the Treasury or his delegate, and, once made, shall 
be irrevocable. In the case of a partnership, such election shall be made by the 
partnership.'  

Exception To Time Period For Meeting Project 
Requirements In Order To Qualify As Low-Income 
Housing 



Section 11701(a)(5)(B) of Pub. L. 101-508 provided that: 'In the case of a building to 
which the amendment made by subparagraph (A) (amending this section) does not apply, 
the period specified in section 42(g)(3)(A) of the Internal Revenue Code of 1986 (as in 
effect before the amendment made by subparagraph (A)) shall not expire before the close 
of the taxable year following the taxable year in which the building is placed in service.'  

State Housing Credit Ceiling For Calendar Year 1990 
Section 7108(a)(2) of Pub. L. 101-239, which provided that in the case of calendar year 
1990, section 42(h)(3)(C)(i) of the Internal Revenue Code of 1986 be applied by 
substitut ing '$.9375' for '$1.25', was repealed by Pub. L. 101-508, title XI, Sec. 
11407(a)(2), (3), Nov. 5, 1990, 104 Stat. 1388-474, applicable to calendar years after 
1989.  

Transitional Rules 
  Section 252(f) of Pub. L. 99-514, as amended by Pub. L. 100-647, 
title I, Sec. 1002(l)(28)-(31), Nov. 10, 1988, 102 Stat. 3381, 
provided that: 
  '(1) Limitation to non-acrs buildings not to apply to certain 
buildings, etc. - 
    '(A) In general. - In the case of a building which is part of a 
  project described in subparagraph (B) - 
      '(i) section 42(c)(2)(B) of the Internal Revenue Code of 1986 
    (as added by this section) shall not apply, 
      '(ii) such building shall be treated as not federally 
    subsidized for purposes of section 42(b)(1)(A) of such Code, 
      '(iii) the eligible basis of such building shall be treated, 
    for purposes of section 42(h)(4)(A) of such Code, as if it were 
    financed by an obligation the interest on which is exempt from 
    tax under section 103 of such Code and which is taken into 
    account under section 146 of such Code, and 
      '(iv) the amendments made by section 803 (enacting section 
    263A of this title, amending sections 48, 267, 312, 447, 464, 
    and 471 of this title, and repealing sections 189, 278, and 280 
    of this title) shall not apply. 
    '(B) Project described. - A project is described in this 
  subparagraph if - 
      '(i) an urban development action grant application with 
    respect to such project was submitted on September 13, 1984, 
      '(ii) a zoning commission map amendment related to such 
    project was granted on July 17, 1985, and 
      '(iii) the number assigned to such project by the Federal 
    Housing Administration is 023-36602. 
    '(C) Additional units eligible for credit. - In the case of a 
  building to which subparagraph (A) applies and which is part of a 
  project which meets the requirements of subparagraph (D), for 
  each low-income unit in such building which is occupied by 
  individuals whose income is 30 percent or less of area median 
  gross income, one additional unit (not otherwise a low-income 
  unit) in such building shall be treated as a low-income unit for 
  purposes of such section 42. 



    '(D) Project described. - A project is described in this 
  subparagraph if - 
      '(i) rents charged for units in such project are restricted 
    by State regulations, 
      '(ii) the annual cash flow of such project is restricted by 
    State law, 
      '(iii) the project is located on land owned by or ground 
    leased from a public housing authority, 
      '(iv) construction of such project begins on or before 
    December 31, 1986, and units within such project are placed in 
    service on or before June 1, 1990, and 
      '(v) for a 20-year period, 20 percent or more of the 
    residential units in such project are occupied by individuals 
    whose income is 50 percent or less of area median gross income. 
    '(E) Maximum additional credit. - The maximum present value of 
  additional credits allowable under section 42 of such Code by 
  reason of subparagraph (C) shall not exceed 25 percent of the 
  eligible basis of the building. 
  '(2) Additional allocation of housing credit ceiling. - 
    '(A) In general. - There is hereby allocated to each housing 
  credit agency described in subparagraph (B) an additional housing 
  credit dollar amount determined in accordance with the following 
  table: 
--------------------------------------------------------------------- 
--------------------------------------------------------------------- 
                                   The additional 
'For calendar year:                allocation is: 
1987                               $3,900,000 
1988                               $7,600,000 
1989                               $1,300,000. 
                 ------------------------------- 
    '(B) Housing credit agencies described. - The housing credit 
  agencies described in this subparagraph are: 
      '(i) A corporate governmental agency constituted as a public 
    benefit corporation and established in 1971 under the 
    provisions of Article XII of the Private Housing Finance Law of 
    the State. 
      '(ii) A city department established on December 20, 1979, 
    pursuant to chapter XVIII of a municipal code of such city for 
    the purpose of supervising and coordinating the formation and 
    execution of projects and programs affecting housing within 
    such city. 
      '(iii) The State housing finance agency referred to in 
    subparagraph (C), but only with respect to projects described 
    in subparagraph (C). 
    '(C) Project described. - A project is described in this 
  subparagraph if such project is a qualified low-income housing 
  project which - 
      '(i) receives financing from a State housing finance agency 
    from the proceeds of bonds issued pursuant to chapter 708 of 
    the Acts of 1966 of such State pursuant to loan commitments 
    from such agency made between May 8, 1984, and July 8, 1986, 
    and 
      '(ii) is subject to subsidy commitments issued pursuant to a 
    program established under chapter 574 of the Acts of 1983 of 
    such State having award dates from such agency between May 31, 
    1984, and June 11, 1985. 



    '(D) Special rules. - 
      '(i) Any building - 
        '(I) which is allocated any housing credit dollar amount by 
      a housing credit agency described in clause (iii) of 
      subparagraph (B), and 
        '(II) which is placed in service after June 30, 1986, and 
      before January 1, 1987, 
  shall be treated for purposes of the amendments made by this 
    section as placed in service on January 1, 1987. 
      '(ii) Section 42(c)(2)(B) of the Internal Revenue Code of 
    1986 shall not apply to any building which is allocated any 
    housing credit dollar amount by any agency described in 
    subparagraph (B). 
    '(E) All units treated as low income units in certain cases. - 
  In the case of any building - 
      '(i) which is allocated any housing credit dollar amount by 
    any agency described in subparagraph (B), and 
      '(ii) which after the application of subparagraph (D)(ii) is 
    a qualified low-income building at all times during any taxable 
    year, 
  such building shall be treated as described in section 
  42(b)(1)(B) of such Code and having an applicable fraction for 
  such year of 1. The preceding sentence shall apply to any 
  building only to the extent of the portion of the additional 
  housing credit dollar amount (allocated to such agency under 
  subparagraph (A)) allocated to such building. 
  '(3) Certain projects placed in service before 1987. - 
    '(A) In general. - In the case of a building which is part of a 
  project described in subparagraph (B) - 
      '(i) section 42(c)(2)(B) of such Code shall not apply, 
      '(ii) such building shall be treated as placed in service 
    during the first calendar year after 1986 and before 1990 in 
    which such building is a qualified low-income building 
    (determined after the application of clause (i)), and 
      '(iii) for purposes of section 42(h) of such Code, such 
    building shall be treated as having allocated to it a housing 
    credit dollar amount equal to the dollar amount appearing in 
    the clause of subparagraph (B) in which such building is 
    described. 
    '(B) Project described. - A project is described in this 
  subparagraph if the code number assigned to such project by the 
  Farmers' Home Administration appears in the following table: 
--------------------------------------------------------------------- 
--------------------------------------------------------------------- 
                                   The housing credit 
'The code number is:               dollar amount is: 
(i) 49284553664                    $16,000 
(ii) 4927742022446                 $22,000 
(iii) 49270742276087               $64,000 
(iv) 490270742387293               $48,000 
(v) 4927074218234                  $32,000 
(vi) 49270742274019                $36,000 
(vii) 51460742345074               $53,000. 
                 ------------------------------- 
    '(C) Determination of adjusted basis. - The adjusted basis of 
  any building to which this paragraph applies for purposes of 
  section 42 of such Code shall be its adjusted basis as of the 



  close of the taxable year ending before the first taxable year of 
  the credit period for such building. 
    '(D) Certain rules to apply. - Rules similar to the rules of 
  subparagraph (E) of paragraph (2) shall apply for purposes of 
  this paragraph. 
  '(4) Definitions. - For purposes of this subsection, terms used 
in such subsection which are also used in section 42 of the 
Internal Revenue Code of 1986 (as added by this section) shall have 
the meanings given such terms by such section 42. 
  '(5) Transitional rule. - In the case of any rehabilitation 
expenditures incurred with respect to units located in the 
neighborhood strategy area within the community development block 
grant program in Ft. Wayne, Indiana - 
    '(A) the amendments made by this section (enacting this section 
  and amending sections 38 and 55 of this title) shall not apply, 
  and 
    '(B) paragraph (1) of section 167(k) of the Internal Revenue 
  Code of 1986, shall be applied as if it did not contain the 
  phrase 'and before January 1, 1987'. 
The number of units to which the preceding sentence applies shall 
not exceed 150.' 

SECREF 
Section Referred To In Other Sections 
This section is referred to in sections 38, 39, 55, 469 of this title; title 42 sections 1437, 
1485, 12745.  
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premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

239. Section 892.1890 is amended by
revising paragraph (b) to read as follows:

§ 892.1890 Radiographic film illuminator.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

240. Section 892.1910 is amended by
revising paragraph (b) to read as follows:

§ 892.1910 Radiographic grid.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

241. Section 892.1960 is amended by
revising paragraph (b) to read as follows:

§ 892.1960 Radiographic intensifying
screen.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

242. Section 892.1970 is amended by
revising paragraph (b) to read as follows:

§ 892.1970 Radiographic ECG/respirator
synchronizer.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

243. Section 892.2010 is amended by
revising paragraph (b) to read as follows:

§ 892.2010 Medical image storage device.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

244. Section 892.2020 is amended by
revising paragraph (b) to read as follows:

§ 892.2020 Medical image communications
device.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

245. Section 892.5650 is amended by
revising paragraph (b) to read as follows:

§ 892.5650 Manual radionuclide applicator
system.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

246. Section 892.6500 is amended by
revising paragraph (b) to read as follows:

§ 892.6500 Personnel protective shield.

* * * * *
(b) Classification. Class I (general

controls). The device is exempt from the
premarket notification procedures in
subpart E of part 807 of this chapter
subject to § 892.9.

Dated: December 22, 1999.
Linda S. Kahan,
Deputy Director for Regulations Policy, Center
for Devices and Radiological Health.
[FR Doc. 00–884 Filed 1–13–00; 8:45 am]
BILLING CODE 4160–01–F

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Parts 1 and 602

[TD 8859]

RIN 1545–AV44

Compliance Monitoring and
Miscellaneous Issues Relating to the
Low-Income Housing Credit

AGENCY: Internal Revenue Service (IRS),
Treasury.
ACTION: Final regulations.

SUMMARY: This document contains final
regulations regarding the procedures for
compliance monitoring by state and
local housing agencies (Agencies) with
the requirements of the low-income
housing credit; the requirements for
making carryover allocations; the rules
for Agencies’ correction of
administrative errors or omissions; and
the independent verification of
information on sources and uses of
funds submitted by taxpayers to
Agencies. These final regulations affect
owners of low-income housing projects
who claim the credit and the Agencies
who administer the credit.
DATES: Effective Dates: These
regulations are effective January 1, 2001,
except that the amendments made to
§§ 1.42–5(c)(5) and (e)(3)(i), and 1.42–13
are effective January 14, 2000, and the
amendment made to § 1.42–6(d)(4)(ii) is
effective January 1, 2000.

Applicability Dates: For dates of
applicability of the amendments to
§ 1.42–5, see § 1.42–5(h). For date of

applicability of the amendment made to
§ 1.42–6, see § 1.42–12(c). For date of
applicability of the amendments made
to § 1.42–13, see § 1.42–13(d). For date
of applicability of § 1.42–17, see § 1.42–
17(b).
FOR FURTHER INFORMATION CONTACT: Paul
Handleman, (202) 622–3040 (not a toll-
free number).
SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collections of information
contained in these final regulations have
been reviewed and approved by the
Office of Management and Budget in
accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3507)
under control number 1545–1357.
Responses to these collections of
information are mandatory.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless the collection of information
displays a valid control number.

For § 1.42–5, the estimated annual
burden per respondent varies from .5
hour to 3 hours for taxpayers and 250
to 5,000 hours for Agencies, with an
estimated average of 1 hour for
taxpayers and 1,500 hours for Agencies.
For § 1.42–13, the estimated annual
burden per respondent varies from .5
hour to 10 hours for taxpayers and
Agencies, with an estimated average of
3.5 hours for taxpayers and 3 hours for
Agencies. For § 1.42–17, the estimated
annual burden per respondent varies
from .5 hour to 2 hours for taxpayers
and .5 hour to 5 hours for Agencies,
with an estimated average of 1 hour for
taxpayers and 2 hours for Agencies.

Comments concerning the accuracy of
these burden estimates and suggestions
for reducing these burdens should be
sent to the Internal Revenue Service,
Attn: IRS Reports Clearance Officer,
OP:FS:FP, Washington, DC 20224, and
to the Office of Management and
Budget, Attn: Desk Officer for the
Department of the Treasury, Office of
Information and Regulatory Affairs,
Washington, DC 20503.

Books or records relating to this
collection of information must be
retained as long as their contents may
become material in the administration
of any internal revenue law. Generally,
tax returns and tax return information
are confidential, as required by 26
U.S.C. 6103.

Background

On January 8, 1999, the IRS published
proposed regulations (REG–114664–97)
in the Federal Register (64 FR 1143)
inviting comments under section 42. A
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public hearing was held May 27, 1999.
Numerous comments have been
received. After consideration of all the
comments, the proposed regulations are
adopted as revised by this Treasury
Decision.

Public Comments

A. Compliance Monitoring

1. Inspection Requirement for New
Buildings

The proposed regulations require that,
by the end of the calendar year
following the year the last building in a
project is placed in service, the Agency
conduct on-site inspections of the
projects and review the low-income
certification, the documentation
supporting such certification, and the
rent record for each tenant in the
project. Most commentators view the
requirement for reviewing all tenant
records for all buildings in a project as
unnecessary and burdensome. Most
commentators suggest limiting
inspections for new buildings to 20
percent of the project’s low-income
units.

Commentators also suggest extending
the time limit for inspecting new
buildings to the end of the calendar year
following the first year of the credit
period or at least until a reasonable time
after the Agency issues Form 8609,
‘‘Low-Income Housing Credit Allocation
Certification.’’ This added flexibility
would allow the Agency to combine a
physical inspection with a file review of
the first year of the credit period.

In response to the comments, the final
regulations reduce the inspection
burden for new buildings by requiring
the Agency to conduct on-site
inspections of all new buildings in the
project and, for at least 20 percent of the
project’s low-income units, to inspect
the units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units. To allow the Agency sufficient
time to review the tenant files for the
first year of the credit period, the final
regulations extend the time limit for
inspecting new buildings to the end of
the second calendar year following the
year the last building in the project is
placed in service.

2. Three-year Inspection Requirement
The proposed regulations require that,

at least once every 3 years, each Agency
conduct on-site inspections of all
buildings in each low-income housing
project and, for each tenant in at least
20 percent of the project’s low-income
units selected by the Agency, review the
low-income certification, the

documentation supporting such
certification, and the rent record.

Most commentators agree with
requiring physical inspections of the
buildings at least once every 3 years.
However, commentators recommend
reviewing tenant income and rent
records once every 5 years, which is one
of the options under the current
compliance monitoring regulations (see
§ 1.42–5(c)(2)(ii)(B) requiring an Agency
to review tenant files for 20 percent of
the low-income housing projects each
year). Commentators also recommend
reviewing tenant files either on-site or at
other locations, including desk audits.

Although the physical inspection and
file review requirements for new
buildings are relaxed in the final
regulations, the final regulations retain
the 3-year inspection cycle for existing
buildings. The final regulations do not
separate the physical inspection and file
review cycles (every 3 years for physical
inspections and every 5 years for file
reviews) as suggested by commentators
because it is administratively complete
to do both during the same year. The
tenant income and rent restrictions in
section 42(g) are equally important as
the habitability standards for a low-
income unit in section 42(i)(3)(B)(ii).
The final regulations adopt the
suggestion that the file review may be
done wherever the tenant files are
maintained.

3. Health, Safety, and Building Code
Inspections

The proposed regulations require the
Agency to determine whether the
project is suitable for occupancy, taking
into account local health, safety, and
building codes.

Many commentators object to this
requirement as too costly and
unadministerable because building
codes vary considerably within states.
Commentators also asked for guidelines
as to what constitutes an ‘‘inspection.’’
Some commentators propose defining
an inspection as looking at selected
units in the building and common areas
for visible problems or defects without
applying the local health, safety, and
building codes standards. One
commentator suggests inspections based
on a complaint from the local
jurisdiction or from a tenant. Some
commentators suggest using a uniform
physical standard such as the uniform
physical condition standards for public
housing established by the Department
of Housing and Urban Development
(HUD) in 24 CFR 5.703.

Section 42(i)(3)(B)(i) excludes from
the definition of a ‘‘low-income unit’’ a
unit that is not suitable for occupancy.
Under section 42(i)(3)(B)(ii), suitability
of a unit for occupancy shall be

determined under regulations
prescribed by the Secretary taking into
account local health, safety, and
building codes. Recognizing that these
codes vary considerably within states,
the final regulations require an Agency
to determine whether a low-income
housing project satisfies these codes, or
satisfies the HUD uniform physical
condition standards. The HUD
standards are intended to ensure that
housing is decent, safe, sanitary, and in
good repair. Though it would be
appropriate that an Agency use HUD’s
inspection protocol under 24 CFR 5.705,
the final regulations do not mandate use
of HUD’s inspection protocol because to
do so could increase costs to the
Agencies as well as limit their latitude
in applying standards consistent with
their own operating procedures and
practices. The final regulations except a
building from the inspection
requirement if the building is financed
by the Rural Housing Service (RHS)
under the section 515 program, the RHS
inspects the building (under 7 CFR part
1930(c)), and the RHS and Agency enter
into a memorandum of understanding,
or other similar arrangement, under
which the RHS agrees to notify the
Agency of the inspection results.
Irrespective of the physical inspection
standard selected by the Agency, a low-
income housing project under section
42 must continue to satisfy local health,
safety, and building codes.

The proposed regulations limit an
Agency’s delegation of the physical
inspection of a project to only a state or
local government unit responsible for
making building code inspections.
Commentators suggest expanding the
delegation of inspections to professional
firms. The final regulations remove the
delegation limitation and Agencies may
delegate the physical inspection
requirement to state or local
governmental agencies, HUD, or private
contractors.

4. Local Reports of Building Code
Violations

The proposed regulations require the
owner of a low-income housing project
to certify that for the preceding 12-
month period the state or local
government unit responsible for making
building code inspections did not issue
a report of a violation for the project. If
the governmental unit issued a report of
a violation, the owner is required to
attach a copy of the report of the
violation to the annual certification
submitted to the Agency.

A commentator noted that the number
of violations attached to the annual
owner certification would be
considerable because even the highest
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quality rental housing operations do not
have an inspection without a report or
notice of some violation. Two
commentators suggest attaching reports
only for violations that have not been
corrected prior to filing the annual
owner certification or requiring that
owners only attach reports for ‘‘major’’
violations. The commentators suggest
defining major violations as violations
not corrected within 90 days of the
notice of violation or violations where
the cost to comply exceeds $2,500. A
commentator suggests that Agencies be
allowed to distinguish between minor
technical violations and serious
violations (i.e., lack of heat or hot water,
hazardous conditions, and security) in
reporting noncompliance.

Though a minor violation will not
lead to the disallowance or recapture of
section 42 credits, a series of minor
violations may be the equivalent of a
major violation resulting in
disallowance or recapture of credits.
Determining the difference between a
major and minor violation is subjective.
The final regulations do not exclude
minor violations from the reporting and
recordkeeping requirement. However, to
reduce the inspection violation
paperwork, the final regulations require
that the owner must either attach a
statement summarizing the violations or
a copy of each violation report to the
annual owner certification submitted to
the Agency. The owner must state on
the certification whether the violation
has been corrected. In addition, the final
regulations require that the owner retain
the original violation report for the
Agency’s physical inspection. Retention
of the original violation report is not
required once the Agency reviews the
violation and completes its inspection,
unless the violation remains
uncorrected.

5. Correction of Noncompliance or
Failure to Certify

The final regulations adopt
commentators’ suggestion to limit to a 3-
year period after the end of the
correction period in § 1.42–5(e)(4) the
requirement that Agencies file Form
8823, ‘‘Low-Income Housing Credit
Agencies Report of Noncompliance,’’
with the IRS reporting the correction of
the noncompliance or failure to certify.

6. Compliance Monitoring Effective
Dates

Commentators suggest an effective
date of at least one year after the final
regulations are published in the Federal
Register. Commentators also
recommend on-site inspections apply
only to new buildings allocated section

42 credits after the effective date of the
final regulations.

Because the amendments to the
compliance monitoring regulations will
require amendments to qualified
allocation plans, the final regulations
relating to compliance generally contain
a January 1, 2001, effective date. Thus,
the requirements to attach local health,
safety, or building code violations to the
annual owner certification and to
inspect buildings and review tenant
files for existing projects are effective
January 1, 2001. The inspection
requirement and tenant file review for
new buildings is effective for buildings
placed in service on or after January 1,
2001.

7. Section 8 and Federal Civil Rights
Laws

Two commentators state that
insufficient controls are in place to
ensure that low-income housing projects
adhere to the requirement in section
42(h)(6)(B)(iv) of nondiscrimination
against Section 8 voucher or certificate
holders. The commentators suggest that
the IRS could help compensate for lack
of controls by working with HUD to
ensure that Section 8 voucher or
certificate holders are aware of, and
have access to, low-income housing
projects. The commentators also suggest
that Agencies provide regional HUD
offices a list of low-income housing
projects in that state, with information
that would be helpful for prospective
tenants. One commentator suggests that
the prohibition on discrimination based
on Section 8 status be clarified to
exclude policies that bar Section 8
tenants but have no substantial business
justification. For example, low-income
housing projects should not be
permitted to exclude Section 8 voucher
or certificate holders through a rule that
requires every applicant to have income
equal to at least three times the total
rent.

The commentators also suggest that
the Agencies should be required to
develop a plan for educating applicants
and owners of projects of the
prohibition against discrimination on
the basis of Section 8 voucher or
certificate status. They recommend that
the Agencies should be required to have
a procedure for accepting and
processing complaints about
discrimination against Section 8
voucher or certificate holders. They also
recommend that IRS and HUD should
work together to study the
circumstances under which Section 8
voucher or certificate holders are, or are
not, accessing projects.

Section 42(h)(6)(A) provides that no
credit shall be allowed by reason of

section 42 with respect to any building
for the taxable year unless an extended
low-income housing commitment is in
effect as of the end of such taxable year.
Section 42(h)(6)(B)(iv) defines the term
‘‘extended low-income housing
commitment’’ to include any agreement
between the taxpayer and the housing
credit agency that prohibits the refusal
to lease to a holder of a voucher or
certificate of eligibility under section 8
of the United States Housing Act of
1937 because of the status of the
prospective tenant as such a holder. To
help monitor compliance with section
42(h)(6)(B)(iv), the final regulations
amend the annual owner certification
relating to the extended low-income
housing commitment under § 1.42–
5(c)(1)(xi) to require owners to certify
that the owner has not refused to lease
a unit in the project to a Section 8
applicant because the applicant holds a
Section 8 voucher or certificate.

The IRS has informed HUD of the
comments received about preventing
discrimination based on Section 8
status. Agencies should provide HUD
with publicly available information on
section 42 low-income housing projects
if HUD requests it.

A commentator also suggests that the
compliance monitoring regulations be
amended to acknowledge the authority
of Title VIII of the 1968 Civil Rights Act,
as well as HUD’s Title VIII regulations;
specify the civil rights obligations of the
Agencies; and specify what developers
and owners of projects must do to
satisfy their civil rights obligations.

To monitor for compliance with the
Fair Housing Act, the final regulations
amend the annual owner certification
relating to the general public use
requirement in § 1.42–5(c)(1)(v) to
require owners to certify that no finding
of discrimination under the Fair
Housing Act has occurred for the project
(a finding of discrimination includes an
adverse final decision by HUD, an
adverse final decision by a substantially
equivalent state or local fair housing
agency, or an adverse judgment from a
Federal court).

B. Sources and Uses of Funds
Section 42(m)(2)(A) requires Agencies

to limit the housing credit dollar
amount allocated to a project to only the
amount necessary for the financial
feasibility of a project and its viability
as a qualified low-income project
through the credit period. The proposed
regulations require an Agency to
evaluate the housing credit dollar
amount at four times: (1) at application
for the housing credit dollar amount, (2)
the allocation of the housing credit
dollar amount, (3) the date the building
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is placed in service, and (4) after the
building is placed in service, but before
the Agency issues the Form 8609.
Commentators recommend elimination
of the evaluation at the placed-in-
service date. In practice, Agencies
currently evaluate the credit amount at
the three other times. The final
regulations adopt the recommendation
by deleting the fourth time requirement
and clarifying that the placed-in-service
evaluation may occur not later than the
date the Agency issues the Form 8609.

Commentators are concerned that the
opinion by a certified public
accountant, based upon the accountant’s
audit or examination, on the financial
determinations and certifications
required in the proposed regulations,
could have significant cost implications,
particularly for smaller developers.
Commentators suggest limiting the
requirement to projects with 25 or more
units, or projects with total
development costs of $5 million or
more.

The third-party validation on
financial information was recommended
in the report by the General Accounting
Office (GAO), ‘‘Tax Credits:
Opportunities to Improve Oversight of
the Low-Income Housing Program,’’
(GAO/GGD/RCED–97–55), dated March
28, 1997. The GAO report states on page
93 that an accounting firm with a tax
credit speciality would charge in the
$5,000 to $7,500 range per engagement
for tax credit certifications (opinion on
total costs, eligible basis, and tax credit
amount) prepared on the basis of an
audit done in accordance with AICPA
audit standards even for projects costing
upwards of $5 million to $10 million.
As a percentage of development costs,
the CPA tax credit certifications
represent a minimal cost for validating
financial information. However, in
recognition that the cost may be
burdensome for smaller developers, the
final regulations limit the requirement
for an audited schedule of costs for
projects with more than 10 units.

Two commentators were concerned
that the meaning of the term ‘‘financial
determinations and certifications’’ is
unclear. A CPA would not be able to
evaluate what needs to be audited and
whether there are relevant and reliable
criteria against which the information
can be evaluated. To conduct an audit
or attestation engagement, CPAs require
that the subject matter be defined and
that such subject matter be capable of
evaluation against reasonable criteria.
Reasonable criteria are essential so that
CPAs using the same criteria will be
able to arrive at similar conclusions.

Another concern expressed by
commentators involved uncertainty as

to whether the CPA is being asked to
report on financial information that is
only historical or whether the CPA is
also being asked to examine prospective
financial information. CPAs can
compile or examine and report on
certain types of prospective financial
information. However, such
engagements generally are more costly
than audits of historical information
because of minimum presentation
guidelines required by professional
standards as well as increased risk
associated with future-oriented
information. The commentators believe
that if an Agency were to require CPAs
to be associated with prospective
financial information, the related costs
to the taxpayer may far exceed any
perceived benefits to the Agency.
Accordingly, the final regulations have
been revised to specify that the CPA’s
opinion only relates to historical project
costs.

C. Correction of Administrative Errors
and Omissions

Commentators recommend filing the
corrected allocation document with the
current year’s Form 8610, ‘‘Annual Low-
Income Housing Credit Agencies
Report,’’ instead of amending the Form
8610 for the year the allocation was
made. Because the administrative errors
covered by the automatic approval
provision will not have an effect on the
total amount of credit the Agency
allocated to the building(s) or project,
commentators view an amended Form
8610 as unnecessary. Agency
recordkeeping would be simplified if all
corrected allocation documents could be
submitted with the current year’s Form
8610. The final regulations adopt this
recommendation.

Special Analyses
It has been determined that this

Treasury decision is not a significant
regulatory action as defined in
Executive Order 12866. Therefore, a
regulatory assessment is not required. It
also has been determined that section
553(b) of the Administrative Procedure
Act (5 U.S.C. chapter 5) does not apply
to these regulations. It is hereby
certified that the collections of
information in these regulations will not
have a significant economic impact on
a substantial number of small entities.
This certification is based upon the fact
that the burden on taxpayers is minimal
and the burden on small entity Agencies
is not significant. Accordingly, a
Regulatory Flexibility Analysis under
the Regulatory Flexibility Act is not
required. Pursuant to section 7805(f) of
the Internal Revenue Code, the notice of
proposed rulemaking preceding these

regulations was submitted to the Chief
Counsel for Advocacy of the Small
Business Administration for comment
on its impact on small business.

Drafting information. The principal
author of these regulations is Paul F.
Handleman, Office of the Assistant
Chief Counsel (Passthroughs and
Special Industries), IRS. However, other
personnel from the IRS and Treasury
Department participated in their
development.

List of Subjects

26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

26 CFR Part 602

Reporting and recordkeeping
requirements.

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR parts 1 and 602
are amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 is amended by adding an entry
in numerical order to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Section 1.42–17 also issued under 26
U.S.C. 42(n); * * *

Par. 2. Section 1.42–5 is amended by:
1. Removing the word ‘‘Revenue’’ in

paragraph (b)(1)(iv) and adding
‘‘Omnibus Budget’’ in its place.

2. Adding paragraph (b)(3).
3. Revising paragraphs (c)(1)(v),

(c)(1)(vi), (c)(1)(xi), (c)(2)(ii), and
(c)(2)(iii).

4. Removing the word ‘‘project’’ in
paragraph (c)(1)(x) and adding
‘‘building’’ in its place.

5. Removing the word ‘‘and’’ at the
end of paragraph (c)(1)(x).

6. Adding paragraph (c)(1)(xii).
7. Removing the language ‘‘paragraph

(c)(2)(ii)(A), (B), and (C) of this section’’
from the first sentence in paragraph
(c)(4)(i) and adding ‘‘paragraph (c)(2)(ii)
of this section’’ in its place.

8. Removing the language ‘‘Farmers
Home Administration (FmHA)’’ in the
first sentence in paragraph (c)(4)(i) and
adding ‘‘Rural Housing Service (RHS),
formerly known as Farmers Home
Administration,’’ in its place.

9. Removing the language ‘‘FmHA’’ in
paragraph (c)(4)(ii) and adding ‘‘RHS’’
in its place in each place it appears.

10. Removing the language ‘‘An
Agency chooses the review requirement
of paragraph (c)(2)(ii)(A) of this section
and some of the buildings selected for
review are’’ from the first sentence in
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the example in paragraph (c)(4)(iii) and
adding ‘‘An Agency selects for review’’
in its place.

11. Removing the language ‘‘FmHA’’
in paragraph (c)(4)(iii) Example and
adding ‘‘RHS’’ in its place in each place
it appears.

12. Adding paragraph (c)(5).
13. Revising paragraph (d).
14. Removing the language

‘‘(c)(2)(ii)(A), (B), or (C) of this section
(whichever is applicable)’’ from
paragraph (e)(2) and adding the
language ‘‘(c)(2)(ii) of this section’’ in its
place.

15. Adding a sentence at the end of
paragraph (e)(3)(i).

16. Removing the language
‘‘paragraph (e)(3) of this section’’ in the
third sentence in paragraph (f)(1)(i) and
adding ‘‘paragraphs (c)(5) and (e)(3) of
this section’’ in its place.

17. Adding three sentences at the end
of paragraph (h).

The revisions and additions read as
follows:

§ 1.42–5 Monitoring compliance with low-
income housing credit requirements.

* * * * *
(b) * * *
(3) Inspection record retention

provision. Under the inspection record
retention provision, the owner of a low-
income housing project must be
required to retain the original local
health, safety, or building code violation
reports or notices that were issued by
the State or local government unit (as
described in paragraph (c)(1)(vi) of this
section) for the Agency’s inspection
under paragraph (d) of this section.
Retention of the original violation
reports or notices is not required once
the Agency reviews the violation reports
or notices and completes its inspection,
unless the violation remains
uncorrected.

(c) * * * (1) * * *
(v) All units in the project were for

use by the general public (as defined in
§ 1.42–9), including the requirement
that no finding of discrimination under
the Fair Housing Act, 42 U.S.C. 3601–
3619, occurred for the project. A finding
of discrimination includes an adverse
final decision by the Secretary of the
Department of Housing and Urban
Development (HUD), 24 CFR 180.680,
an adverse final decision by a
substantially equivalent state or local
fair housing agency, 42 U.S.C.
3616a(a)(1), or an adverse judgment
from a federal court;

(vi) The buildings and low-income
units in the project were suitable for
occupancy, taking into account local
health, safety, and building codes (or
other habitability standards), and the

State or local government unit
responsible for making local health,
safety, or building code inspections did
not issue a violation report for any
building or low-income unit in the
project. If a violation report or notice
was issued by the governmental unit,
the owner must attach a statement
summarizing the violation report or
notice or a copy of the violation report
or notice to the annual certification
submitted to the Agency under
paragraph (c)(1) of this section. In
addition, the owner must state whether
the violation has been corrected;
* * * * *

(xi) An extended low-income housing
commitment as described in section
42(h)(6) was in effect (for buildings
subject to section 7108(c)(1) of the
Omnibus Budget Reconciliation Act of
1989, 103 Stat. 2106, 2308–2311),
including the requirement under section
42(h)(6)(B)(iv) that an owner cannot
refuse to lease a unit in the project to
an applicant because the applicant
holds a voucher or certificate of
eligibility under section 8 of the United
States Housing Act of 1937, 42 U.S.C.
1437s (for buildings subject to section
13142(b)(4) of the Omnibus Budget
Reconciliation Act of 1993, 107 Stat.
312, 438–439); and

(xii) All low-income units in the
project were used on a nontransient
basis (except for transitional housing for
the homeless provided under section
42(i)(3)(B)(iii) or single-room-occupancy
units rented on a month-by-month basis
under section 42(i)(3)(B)(iv)).

(2) * * *
(ii) Require that with respect to each

low-income housing project—
(A) The Agency must conduct on-site

inspections of all buildings in the
project by the end of the second
calendar year following the year the last
building in the project is placed in
service and, for at least 20 percent of the
project’s low-income units, inspect the
units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units; and

(B) At least once every 3 years, the
Agency must conduct on-site
inspections of all buildings in the
project and, for at least 20 percent of the
project’s low-income units, inspect the
units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units; and

(iii) Require that the Agency
randomly select which low-income
units and tenant records are to be

inspected and reviewed by the Agency.
The review of tenant records may be
undertaken wherever the owner
maintains or stores the records (either
on-site or off-site). The units and tenant
records to be inspected and reviewed
must be chosen in a manner that will
not give owners of low-income housing
projects advance notice that a unit and
tenant records for a particular year will
or will not be inspected and reviewed.
However, an Agency may give an owner
reasonable notice that an inspection of
the building and low-income units or
tenant record review will occur so that
the owner may notify tenants of the
inspection or assemble tenant records
for review (for example, 30 days notice
of inspection or review).
* * * * *

(5) Agency reports of compliance
monitoring activities. The Agency must
report its compliance monitoring
activities annually on Form 8610,
‘‘Annual Low-Income Housing Credit
Agencies Report.’’

(d) Inspection provision—(1) In
general. Under the inspection provision,
the Agency must have the right to
perform an on-site inspection of any
low-income housing project at least
through the end of the compliance
period of the buildings in the project.
The inspection provision of this
paragraph (d) is a separate requirement
from any tenant file review under
paragraph (c)(2)(ii) of this section.

(2) Inspection standard. For the on-
site inspections of buildings and low-
income units required by paragraph
(c)(2)(ii) of this section, the Agency
must review any local health, safety, or
building code violations reports or
notices retained by the owner under
paragraph (b)(3) of this section and must
determine—

(i) Whether the buildings and units
are suitable for occupancy, taking into
account local health, safety, and
building codes (or other habitability
standards); or

(ii) Whether the buildings and units
satisfy, as determined by the Agency,
the uniform physical condition
standards for public housing established
by HUD (24 CFR 5.703). The HUD
physical condition standards do not
supersede or preempt local health,
safety, and building codes. A low-
income housing project under section
42 must continue to satisfy these codes
and, if the Agency becomes aware of
any violation of these codes, the Agency
must report the violation to the Service.
However, provided the Agency
determines by inspection that the HUD
standards are met, the Agency is not
required under this paragraph (d)(2)(ii)
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to determine by inspection whether the
project meets local health, safety, and
building codes.

(3) Exception from inspection
provision. An Agency is not required to
inspect a building under this paragraph
(d) if the building is financed by the
RHS under the section 515 program, the
RHS inspects the building (under 7 CFR
part 1930), and the RHS and Agency
enter into a memorandum of
understanding, or other similar
arrangement, under which the RHS
agrees to notify the Agency of the
inspection results.

(4) Delegation. An Agency may
delegate inspection under this
paragraph (d) to an Authorized Delegate
retained under paragraph (f) of this
section. Such Authorized Delegate,
which may include HUD or a HUD-
approved inspector, must notify the
Agency of the inspection results.

(e) * * *
(3) * * *
(i) * * * If the noncompliance or

failure to certify is corrected within 3
years after the end of the correction
period, the Agency is required to file
Form 8823 with the Service reporting
the correction of the noncompliance or
failure to certify.
* * * * *

(h) * * * In addition, the
requirements in paragraphs (b)(3) and
(c)(1)(v), (vi), and (xi) of this section
(involving recordkeeping and annual
owner certifications) and paragraphs
(c)(2)(ii)(B), (c)(2)(iii), and (d) of this
section (involving tenant file reviews
and physical inspections of existing
projects, and the physical inspection
standard) are applicable January 1,
2001. The requirement in paragraph
(c)(2)(ii)(A) of this section (involving
tenant file reviews and physical
inspections of new projects) is
applicable for buildings placed in
service on or after January 1, 2001. The
requirements in paragraph (c)(5) of this
section (involving Agency reporting of
compliance monitoring activities to the
Service) and paragraph (e)(3)(i) of this
section (involving Agency reporting of
corrected noncompliance or failure to
certify within 3 years after the end of
the correction period) are applicable
January 14, 2000.

Par. 3. Section 1.42–6 is amended by:
1. In paragraph (c)(3), second

sentence, remove the language ‘‘Annual
Low-Income Housing Credit Agencies
Report’’ and add the language ‘‘ ‘Annual
Low-Income Housing Credit Agencies
Report’ ’’ in its place.

2. In paragraph (d)(1), first sentence,
remove the language ‘‘Low-Income
Housing Credit Allocation

Certification,’’ and add the language
‘‘ ‘Low-Income Housing Credit
Allocation Certification,’ ’’ in its place.

3. Revising the first sentence in
paragraph (d)(4)(ii).

§ 1.42–6 Buildings qualifying for carryover
allocations.
* * * * *

(d) * * *
(4) * * *
(ii) Agency. The Agency must retain

the original carryover allocation
document made under paragraph (d)(2)
of this section and file Schedule A
(Form 8610), ‘‘Carryover Allocation of
the Low-Income Housing Credit,’’ with
the Agency’s Form 8610 for the year the
allocation is made. * * *
* * * * *

Par. 4. Section 1.42–11 is amended by
revising the last sentence in paragraph
(b)(3)(ii)(A) to read as follows:

§ 1.42–11 Provision of services.
* * * * *

(b) * * *
(3) * * *
(ii) * * * (A) * * * For a building

described in section 42(i)(3)(B)(iii)
(relating to transitional housing for the
homeless) or section 42(i)(3)(B)(iv)
(relating to single-room occupancy), a
supportive service includes any service
provided to assist tenants in locating
and retaining permanent housing.
* * * * *

Par. 5. Section 1.42–12 is amended by
adding paragraph (c) to read as follows:

§ 1.42–12 Effective dates and transitional
rules.
* * * * *

(c) Carryover allocations. The rule set
forth in § 1.42–6(d)(4)(ii) relating to the
requirement that state and local housing
agencies file Schedule A (Form 8610),
‘‘Carryover Allocation of the Low-
Income Housing Credit,’’ is applicable
for carryover allocations made after
December 31, 1999.

Par. 6. Section 1.42–13 is amended
by:

1. Revising the introductory text of
paragraph (b)(3)(iii).

2. Adding paragraphs (b)(3)(vi),
(b)(3)(vii), and (b)(3)(viii).

3. Adding a sentence at the end of
paragraph (d).

The revisions and additions read as
follows:

§ 1.42–13 Rules necessary and
appropriate; housing credit agencies’
correction of administrative errors and
omissions.
* * * * *

(b) * * *
(3) * * *
(iii) Secretary’s prior approval

required. Except as provided in

paragraph (b)(3)(vi) of this section, an
Agency must obtain the Secretary’s
prior approval to correct an
administrative error or omission, as
described in paragraph (b)(2) of this
section, if the correction is not made
before the close of the calendar year of
the error or omission and the
correction—
* * * * *

(vi) Secretary’s automatic approval.
The Secretary grants automatic approval
to correct an administrative error or
omission described in paragraph (b)(2)
of this section if—

(A) The correction is not made before
the close of the calendar year of the
error or omission and the correction is
a numerical change to the housing
credit dollar amount allocated for the
building or multiple-building project;

(B) The administrative error or
omission resulted in an allocation
document (the Form 8609, ‘‘Low-
Income Housing Credit Allocation
Certification,’’ or the allocation
document under the requirements of
section 42(h)(1)(E) or (F), and § 1.42–
6(d)(2)) that either did not accurately
reflect the number of buildings in a
project (for example, an allocation
document for a 10-building project only
references 8 buildings instead of 10
buildings), or the correct information
(other than the amount of credit
allocated on the allocation document);

(C) The administrative error or
omission does not affect the Agency’s
ranking of the building(s) or project and
the total amount of credit the Agency
allocated to the building(s) or project;
and

(D) The Agency corrects the
administrative error or omission by
following the procedures described in
paragraph (b)(3)(vii) of this section.

(vii) How Agency corrects errors or
omissions subject to automatic
approval. An Agency corrects an
administrative error or omission
described in paragraph (b)(3)(vi) of this
section by—

(A) Amending the allocation
document described in paragraph
(b)(3)(vi)(B) of this section to correct the
administrative error or omission. The
Agency will indicate on the amended
allocation document that it is making
the ‘‘correction under § 1.42–
13(b)(3)(vii).’’ If correcting the allocation
document requires including any
additional B.I.N.(s) in the document, the
document must include any B.I.N.(s)
already existing for buildings in the
project. If possible, the additional
B.I.N.(s) should be sequentially
numbered from the existing B.I.N.(s);

(B) Amending, if applicable, the
Schedule A (Form 8610), ‘‘Carryover
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Allocation of the Low-Income Housing
Credit,’’ and attaching a copy of this
schedule to Form 8610, ‘‘Annual Low-
Income Housing Credit Agencies
Report,’’ for the year the correction is
made. The Agency will indicate on the
schedule that it is making the
‘‘correction under § 1.42–13(b)(3)(vii).’’
For a carryover allocation made before
January 1, 2000, the Agency must
complete Schedule A (Form 8610), and
indicate on the schedule that it is
making the ‘‘correction under § 1.42–
13(b)(3)(vii)’’;

(C) Amending, if applicable, the Form
8609 and attaching the original of this
amended form to Form 8610 for the year
the correction is made. The Agency will
indicate on the Form 8609 that it is
making the ‘‘correction under § 1.42–
13(b)(3)(vii)’’; and

(D) Mailing or otherwise delivering a
copy of any amended allocation
document and any amended Form 8609
to the affected taxpayer.

(viii) Other approval procedures. The
Secretary may grant automatic approval
to correct other administrative errors or
omissions as designated in one or more
documents published either in the
Federal Register or in the Internal
Revenue Bulletin (see § 601.601(d)(2) of
this chapter).
* * * * *

(d) * * * Paragraphs (b)(3)(vi), (vii),
and (viii) of this section are effective
January 14, 2000.

Par. 7. Section 1.42–17 is added to
read as follows:

§ 1.42–17 Qualified allocation plan.
(a) Requirements—(1) In general.

[Reserved]
(2) Selection criteria. [Reserved]
(3) Agency evaluation. Section

42(m)(2)(A) requires that the housing
credit dollar amount allocated to a
project is not to exceed the amount the
Agency determines is necessary for the
financial feasibility of the project and its
viability as a qualified low-income
housing project throughout the credit
period. In making this determination,
the Agency must consider—

(i) The sources and uses of funds and
the total financing planned for the
project. The taxpayer must certify to the
Agency the full extent of all federal,
state, and local subsidies that apply (or
which the taxpayer expects to apply) to
the project. The taxpayer must also
certify to the Agency all other sources
of funds and all development costs for
the project. The taxpayer’s certification
should be sufficiently detailed to enable
the Agency to ascertain the nature of the
costs that will make up the total
financing package, including subsidies
and the anticipated syndication or

placement proceeds to be raised.
Development cost information, whether
or not includible in eligible basis under
section 42(d), that should be provided to
the Agency includes, but is not limited
to, site acquisition costs, construction
contingency, general contractor’s
overhead and profit, architect’s and
engineer’s fees, permit and survey fees,
insurance premiums, real estate taxes
during construction, title and recording
fees, construction period interest,
financing fees, organizational costs,
rent-up and marketing costs, accounting
and auditing costs, working capital and
operating deficit reserves, syndication
and legal fees, and developer fees;

(ii) Any proceeds or receipts expected
to be generated by reason of tax benefits;

(iii) The percentage of the housing
credit dollar amount used for project
costs other than the costs of
intermediaries. This requirement should
not be applied so as to impede the
development of projects in hard-to-
develop areas under section 42(d)(5)(C);
and

(iv) The reasonableness of the
developmental and operational costs of
the project.

(4) Timing of Agency evaluation—(i)
In general. The financial determinations
and certifications required under
paragraph (a)(3) of this section must be
made as of the following times—

(A) The time of the application for the
housing credit dollar amount;

(B) The time of the allocation of the
housing credit dollar amount; and

(C) The date the building is placed in
service.

(ii) Time limit for placed-in-service
evaluation. For purposes of paragraph
(a)(4)(i)(C) of this section, the evaluation
for when a building is placed in service
must be made not later than the date the
Agency issues the Form 8609, ‘‘Low-
Income Housing Credit Allocation
Certification.’’ The Agency must
evaluate all sources and uses of funds
under paragraph (a)(3)(i) of this section
paid, incurred, or committed by the
taxpayer for the project up until date the
Agency issues the Form 8609.

(5) Special rule for final
determinations and certifications. For
the Agency’s evaluation under
paragraph (a)(4)(i)(C) of this section, the
taxpayer must submit a schedule of
project costs. Such schedule is to be
prepared on the method of accounting
used by the taxpayer for federal income
tax purposes, and must detail the
project’s total costs as well as those
costs that may qualify for inclusion in
eligible basis under section 42(d). For
projects with more than 10 units, the
schedule of project costs must be
accompanied by a Certified Public

Accountant’s audit report on the
schedule (an Agency may require an
audited schedule of project costs for
projects with fewer than 11 units). The
CPA’s audit must be conducted in
accordance with generally accepted
auditing standards. The auditor’s report
must be unqualified.

(6) Bond-financed projects. A project
qualifying under section 42(h)(4) is not
entitled to any credit unless the
governmental unit that issued the bonds
(or on behalf of which the bonds were
issued), or the Agency responsible for
issuing the Form(s) 8609 to the project,
makes determinations under rules
similar to the rules in paragraphs (a) (3),
(4), and (5) of this section.

(b) Effective date. This section is
effective on January 1, 2001.

PART 602—OMB CONTROL NUMBERS
UNDER THE PAPERWORK
REDUCTION ACT

Par. 8. The authority citation for part
602 continues to read as follows:

Authority: 26 U.S.C. 7805.

Par. 9. In § 602.101, paragraph (b) is
amended by revising the entry for 1.42–
5 and adding an entry for 1.42–17 to the
table in numerical order to read as
follows:

§ 602.101 OMB control numbers.

* * * * *
(b) * * *

CFR part or section where
identified and described

Current OMB
control No.

* * * * *
1.42–5 ................................... 1545–1357

* * * * *
1.42–17 ................................. 1545–1357

* * * * *

Robert E. Wenzel,
Acting Commissioner of Internal Revenue.

Approved: December 28, 1999.
Jonathan Talisman,
Acting Assistant Secretary of the Treasury.
[FR Doc. 00–111 Filed 1–13–00; 8:45 am]
BILLING CODE 4830–01–P

PENSION BENEFIT GUARANTY
CORPORATION

29 CFR Part 4044

Allocation of Assets in Single-
Employer Plans; Interest Assumptions
for Valuing Benefits

AGENCY: Pension Benefit Guaranty
Corporation.
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